
CARGO PREFERENCE-OCEAN RANGER

HEARINGS
BEFORE THE

COMMITTEE ON
MERCHANT MARINE AND FISHERIES

HOUSE OF REPRESENTATIVES
NINETY-SEVENTH CONGRESS

ON

ADMINISTRATION OF CARGO PREFERENCE LAWS
IN SALE OF BUTTER TO NEW ZEALAND

NOVEMBER 9, 1981

OCEAN RANGER COLLAPSE
MARCH 9, 1982

ADMINISTRATION OF CARGO PREFERENCE LAWS
IN PURCHASE OF JAMAICAN BAUXITE

JUNE 7, 1982

Serial No. 97-43

Printed for the use of the
Committee on Merchant Marine and Fisheries

U.S. GOVERNMENT PRINTING OFFICE
9749 0 WASHINGTON: 1982



COMMIffEE ON MERCHANT MARIN-E AND FISHERIES
WALTER B. JONES,

MARIO BIAGGI, New York
GLENN M. ANDERSON, California
JOHN B. BREAUX, Louisiana
GERRY- E. STUDDS, Massachusetts
DAVID It. BOWEN, Mississippi
CARROLL HUBBARD, Ja., Kentucky
DON BONKER, Washington
NORMAN E. DIAMOURS, New Hampshire
JAMES L OBERSTAR, Minnesota
WILLIAM J. HUGHES, New Jersey
BARBARA A. MIKULSKI, Maryland
EARL HUI'O, Florida
BRIAN J. DONNELLY, Massachusetts
W. J. (BILLY) TAUZIN, Louisiana
THOMAS M. FOGIETTA, Pennsylvania
WILLIAM N. PATMAN, Texas
FOFO L F. SUNIA, American Samoa
-DENNIS M. HE RL Michigan
ROY DYSON, Maryland
JOSEPH F. SMITH, Pennsylvania'

North Carolina, Chairman
GENE SNYDER, Kentucky
PAUL N. McCLOSKEY, JR., California
EDWIN B. FORSYTHE, New Jersey
JOEL PRM1ARD, Washington
DON YOUNG, Alaska
NORMAN F. LENT, New York
DAVID F. EMERY, Maine
THOMAS B. EVANS, JL, Delaware
ROBERT W. DAVIS, Michigan
WILLIAM CARNEY, New York
CHARLES F. DOUGHERTY, Pennsylvania
NORMAN D. SHUMWAY, California
JACK FIELDS, Tomaa
CLAUDINE SCHNEIDER, Rhode Island
E. CLAY SHAW, Ja., Florida

EnmswD B. Wwun, Chief Counsel
McHAmL J. Toomy, Minority Staff Director

'Elected to Committee December 16,1981.

(II)

i



CONTENTS

ADMINISTRATION OF CARGO PREFERENCE LAWS IN SALE OF BUTTER
TO NEW ZEALAND

Page
H earing held Novem ber 9, 1981 .................................................................................... 1
Statement of:

Breidbart, Stuart R., Deputy Chief Counsel, Maritime Administration,
Department of Transportation ........................................................................... 19

Hinchman, James F., Associate General Counsel, Department of Agricul-
tu re .......................................................................................................................... 4 1

Holloway, Adm. James L., III (retired), president, Council of American-
Flag Ship O operators ............................................................................................. 63

May, Albert E., executive vice president and general counsel, Council of
American-Flag Ship Operators ........................................................................ 63

Paine, Lewis C., Jr., Acting Associate Administrator, Market and Domes-
tic Enterprise, Maritime Administration, Department of Transporta-
tion .......................................................................................................................... 19

Shaughnessy, Daniel E., Deputy Assistant Administrator, Foreign Agri-
cultural Service, USDA, Department of A.i.'culture .................. 41

Shear, Adm. Harold E., Administrator, Maritime Administration, Depart-
m ent of Transportation ..................................................................................... . 19

Smith, Richard A., Administrator, Foreign Agricultural Services, Depart-
m ent of A agriculture ............................................................................................. 41

Prepared statem ent .......................................................................................... . 42
Toohey, William F., senior vice president, Farrell Lines, Inc ......................... 63

Additional material supplied:
Agriculture Department: Contract for sale of nonfat dry milk and butter

w ith am endm ent 1 ............................................................................................... 89
Catholic Relief Services: Agreement for the sale of nonfat dry milk,

butter, and cheese ............................................................................................... 99
HORTEX-POLCOOP: Contract for sale of nonfat dry milk, butter, and

ch eese ..................................................................................................................... 108
McElvain, L. T.: Dairy Sale to Poland ................................................................. 107
Transportation Department: U.S. Atlantic and Gulf/Australia-New Zea-

land Conference: Freight Tariff No. 4 .............................................................. 27
Communications submitted:

Foddai, Anthony M.: Letter of August 27, 1981, to Alan Tracy with
enclosure .............................................................. ( ................................................ 98

Jones, Walter B.: Letter of November 16, 1981, to Richard A. Smith with
enclosu re ................................................................................................................ 76

Mitchell, N. R.: Letter of November 20, 1981, to Carol Harvey with
enclosures ............................................................................................................... 123

Ross, James: Letter of October 16, 1981, to Anthony M. Foddai .......... 106
Shear, H. E.: Letter of January 22, 1982, to Hon. Walter B. Jones with

enclosures ............................................................................................................... 25
Smith, Richard A.: Letter of December 8, 1981, to Hon. Walter B. Jones

with attachments.... ............................................................. 81
Staff, Committee on Merchant Marine and Fisheries: Memorandum of

November 5, 1981, to members, Committee on Merchant Marine and
F isheries ...................... ......................................................................................... . 3

Stuart, Bruce:
Letter of October 30, 1981, to Bryant Wadsworth ...................................... 121
Letter of November 2, 1981, to Bryant Wadsworth ................ 122

(Ill)



IV

Communications submitted-Continued
Toohey, William F.: Letter of November 30, 1981, to Hon. Walter B. Jones Pap

w ith enclosure ...................................................................................................... . 67
Wadsworth, Bryant H.: Letter of August 19, 1981, to Bruce Stuart .............. 120

OCEAN RANGER COLLAPSE

H earing held M arch 9, 1982 ........................................................................................... 127
Statement of:

American Bureau of Shipping (prepared statement) ........................................ 237
Borum, John, vice president, American Bureau of Shipping .......................... 235
Breaux, Hon. John B., a Representative in Congress from the State of

Louisiana .............................................................................................................. 13 0
Flittner, Dr. Glen, Department of Commerce ..................................................... 281
Forsythe, Hon. Edwin B., a Representative in Congress from the State of

N ew Jersey ............................................................................................................ 131
Friday, Dr. Elbert W., Jr., Deputy Director, National Weather Service,

NOAA, Department of Commerce ............................. 281
Kelly, Hugh J., president and chief executive officer, Ocean Drilling &

E xploration Co ...................................................................................................... 135
Lent, Hon. Norman F., a Representative in Congress from the State of

New York ..................................................................................... 130
Lusk, Rear Adm. Clyde T., Jr., Chief, Office of Merchant Marine Safety,

C oast G uard ........................................................................................................... 257
McClure, Alan C., president, Alan C. McClure & Associates .......................... 231
McDonald, Price, Chief, Branch of Offshore Field Operations, Minerals

Management Service, Department of the Interior ......................................... 260
McIntosh, Thomas S., president, Zapata Off-Shore Co ............. 135, 143

Prepared statement with attachments ......................................................... 150
Sexton, R. Warren, vice president, drilling division, Sedco, Inc ............... 135, 187
Young, Hon. Don, a Representative in Congress from the State of Alaska.. 129

Additional material sup plied:
American Bureau o Ship ing:

Answers to additional questions of the committee .................................... 321
Publication: "Classification, Promoting the Security of Life and Prop-

erty on the Seas" .......................................................................................... 242
Coast Guard: Answers to additional questions of the committee ................... 329
Jones, Hon. Walter B.:

Application for inspection of the Ocean Ranger ........................................ 522
Bayley exposure suit ........................................................................................ 523
Cargo ship safety equipment certificate of the Ocean Ranger ................ 520
Certificate of inspection amendment of the Ocean Ranger ...................... 519
Certificate of inspection of the Ocean Ranger ............................................ 521
Certificate of registry of the Ocean Ranger ..................... 517
Documents of the American Bureau of Shipping ....................................... 494
Excerpts from booklet of operating conditions of the Ocean Ranger,

prepared by ODECO Engineers, Inc..................................................... 403
Excerpts from contingency plans and emergency procedures of Mobil

O il C anada, Ltd ............................................................................................. 460
Excerpts from emergency procedures plan of the Ocean Ranger, byODECO Drilling of Canada, Ltd ................................................................ 409
Excerpts from Marine Board of Investigation hearings on the sinking

of the Ocean Ra nger ..................................................................................... 361
Harding safety enclosed lifeboats ................................................................. 524
List of contractors ................................................................................ ... 490
MVI inspection record of Ocean Ranger ....................... 5.. 18
Navigation and vessel inspection circular No. 12-69 of the Coast

G uard ............................................................................................................. 400
Ocean Ranger Biographies .............................................................................. 395
Offshore drilling agreement between Mobil Oil Canada, Ltd. and

ODECO Drilling of Canada, Ltd., dated February 28, 1980 .................. 433
W atercraft lifeboats ......................................................................................... 525

McClure, Alan C.:
Article: "Stability Requirements for Semisubmersibles Need Modifi-

cation," The Oil and Gas Journal, January 24, 1977 ............................. 208
Paper: "Assessment of Stability Requirements for Semisubmersible

Units" presented at November 1976 annual meeting of the Society
of Naval Architects and Marine Engineers ............................................. 214



V
pag

Additional material supplied-Continued
ODECO: Answers to additional questions of the committee ............................ 296

Communications submitted:
Penwick, G.: Letter of November 7, 1979, to Odeco Eng. Inc. with enclo-

su res ................................................................ ............................................. .... 493
ODECO Drilling of Canada, Ltd.: Letter of October 16, 1981, to Mobil Oil

Canada, Ltd., att. Mr. C. C. Woodruff .............................................................. 428
Sutherland, R. A.: Letter of December 18, 1979, to Ocean Drilling &

E xploration Co ...................................................................................................... 491

ADMINISTRATION OF CARGO PREFERENCE LAWS IN PURCHASE OF
JAMAICAN BAUXITE

H earing held June 7, 1982 .............................................................................................. 527
Statement of:

Brand, Herbert, chairman, Transportation Institute ........................................ 573
Drozak, Frank, president, Maritime Trades Department, Seafarers Inter-

national U nion, AFL-CIO ................................................................................... 568
Prepared statem ent ........................................................................................ 569

Dyer, Thomas M., Equity Carriers, Inc ................................................................ 554
Prepared statem ent .......................................................................................... 556

Jones, Alan, president, Antares Chartering & Shipping Corp ....................... 564
Prepared statem ent .......................................................................................... 565

Jones, Carroll, Acting Commissioner, Federal Property Resources Service,
General Services Administration ...................................................................... 537

Jones, Hon. Walter B., chairman, Merchant Marine and Fisheries Com-
m ittee ...................................................................................................................... 528

Kirchner, Paul, counsel, Kurrus & Dyer, on behalf of Equity Carriers,
In c ............................................................................................................................ 554

Krueger, Paul K., Assistant Associate Director for Resources Prepared-
ness, Federal Emergency Management Agency ............................................. 547

Prepared statem ent .......................................................................................... 553
Kulig, . Wayne, General Services Administration ........................................... 537
Luciano, Peter, executive director, Transportation Institute .......................... 573
Shear, Adm. Harold, Administrator, Maritime Administration, Depart-

m ent of Transportation ....................................................................................... 529
Transportation Institute (prepared statement) .................................................. 575

Additional material supplied:
Transportation Department:

Dairy products under the cargo preference laws ....................................... 535
Ocean transportation of bartered dairy products ....................................... 531

Communications submitted:
Committee staff: Memorandum of June 3, 1982, to members, Committee

on Merchant Marine and Fisheries .................................................... 576, 579
Jones, Walter B.: Memorandum of June 3, 1982, to members, Committee

on Merchant Marine and Fisheries .................................................................. 576



ADMINISTRATION OF CARGO PREFERENCE
LAWS IN SALE OF BITTER TO NEW ZEALAND

MONDAY, NOVEMBER 9, 1981

HousE OF REPRESENTATIVES,
COMMITTEE ON MERCHANT MARINE AND FISHERIES,

Washington, D.C.
The committee met, pursuant to notice, at 2 pm., in room 1334,

Longworth House Office Building, Hon. Walter B. Jones (chairman
of the committee) presiding.

. - / Present: Representatives Jones, Oberstar, and Sunia.
Also present: Edmund P. Welch, Gerald Seifert, John Long, and

Stephen D. Little.
The CHAIRMAN. The committee will come to order, please.
Today, the Merchant Marine and Fisheries Committee meets to

conduct an oversight hearing on the administration of the cargo
preference laws.

The committee has a continuing responsibility to monitor the en-
forcement of these laws to make sure that they are being followed
by the various Federal agencies in accordance with the intent of
Congress.

I was not aware of the congressional recess when this hearing
was scheduled and, therefore, that accounts for the very small
number of members present, but as far as I am concerned, if we
can create a record here which will serve as a guide, then our time
will have been well spent.

While there are several cargo preference statutes, the one
mainly at issue in this hearing is known as the Cargo Preference
Act, Public Law 83-664. That law requires Federal agencies, when
they ship goods abroad under certain circumstances, to make sure
that at least half of those goods are transported on U.S.-flag ves-... .sels.

The cargo preference statutes are not mere words. They are
there for a reason. They represent a key part of our national com-
mitment to the maintenance of a healthy U.S.-flag merchant
marine. Congress has repeatedly declared that a U.S.-flag mer-
chant fleet is vital to our economic health and to our defense.

Underlying the cargo preference statutes is the theory thathen
tax revenues are used in some way to finance cargoes shipped by
ocean vessels, a fair amount of those cargoes should be reserved for
U.S.-flag ships.

It is worth noting that the cargo preference statutes are manda-
tory, not discretionary. Therefore, we should expect that our Feder-
al Government's officials carry out the letter and spirit of all our
policies and laws. It is distressing to learn that when it comes to

(1)
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our cargo preference policies and laws, some seem to exert a great
deal of energy seeking to avoid them.

In this particular case, the Department of Agriculture has con-
tracted to sell a large volume of Government-owned butter to New
Zealand. The Department, however, made no provision in the con-
tract for at least half of the butter to be carried on American ships.
In other words, the Agriculture Department failed to apply cargo
preference to the sale. We meet to consider the validity of that de-
cision.

In addition, I am aware of several other relatively recent sales of
surplus agricultural commodities by the Agriculture Department to
Poland, on very favorable terms. In none of those cases was a cargo
preference requirement imposed.

One might reasonably ask whether within USDA there exists a
pattern of ignoring or avoiding the cargo preference laws., There-
fore, I have directed the committee staff to investigate more thor-
oughly these Polish sales in case our committee needs to take cor-
rective action.

Thus, although today we will be discussing primarily Public Law
664 and its application to the sale of butter to New Zealand, this
hearing will give an indication of how the cargo preference laws
have been administered in other situations where they apply.

A thoughtful examination of the butter sale will be helpful, I be-
lieve, in understanding the need for a vigorous enforcement of all
of the cargo preference laws, as an effective and efficient means of
assuring the strength of the U.S. merchant marine.

Today we will hear witnesses representing the Maritime Admin-
istration, the Department of Agriculture, and the steamship indus-
tries. Before they appear, however, attorneys from our staff will
present their findings regarding the details of this butter sale and
their legal analysis as to whether and how the cargo preference
laws apply.

Mr. Seifert and Mr. Long, we are now ready for your presenta-
tion.

Mr. SEiF=T. Thank you, Mr. Chairman.
The staff has prepared a memorandum containing the position

we have taken in regard to the fact situation presented by the
transaction in which the United States of America, through the
agency of the Commodity Credit Corporation, a Government orga-
nization, sold a quantity of butter to New Zealand, by its agent, the
New Zealand Dairy Board, a statutorily created Government orga-
nization.

Rather than reading the memorandum in full, copies have been
distributed in advance of this hearing, and we will, with the con-
sent of the committee, summarize the contents of the memoran-
dum dated November 5, 1981. r

I understand the chairman has indicated that he will insert in
full the memorandum of this proceeding.

The CHAmMAN. Without objection, the full memorandum will be
part of the permanent record, the report.

[The information follows:]
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TO: Members
Committee on Merchant Marine and Fisheries

FROM: Commsittee Staff

SUBJECT: Sale of Butter to New Zealand

I. INTRODUCTION

On August 5, 1981,the Commodity Credit Corporation
(CCC), a federal agency, contracted to sell 100,000 metric
tons of butter to the New Zealand Dairy Board (NZD), an
agency of the Government of New Zealand. CCC acquired the
butter through the Agriculture Department's (USDA) dairy price-
support program, and-has been storing it frozen in government
warehouses. The contract price for the butter Is $1500 per
metric ton, or about $0.70 per pound, FOB warehouse. On the
contract date, this priceowas less than half the average domestic
retail price of $2.00 per pound and the support price of $1.49
per pound. On world markets, butter was then selling for about
$1.05 per pound.' Under the contract, CCC will invoice NZDB
for the butter on a monthly basis, and NZDB will pay 180 days
from the invoice date, without interest.

NZDB makes all shipping arrangements for the-butter, without
participation by or consultation with USDA or CCC. To date,
NZDB has shipped or has contracted to ship over 13,000 metric tons
of the butter.' Only about 40 percent of this amount, however,
has been or will be transported by Farrell Lines, the only
U.S.-f lag carrier in the New Zealand trade. Farrell Lines
and the other carriers involved in transporting the butter
to New Zealand are conference members and, hence, charge the
same rates. A nonconference Philippine carrier bias transported
1700 tons of the butter to Europe.

1/ "The Sale of Surplus Butter to New Zealand," in
Congressional Research Service Review at 18 (October 1981).

2/ A table showing completed and proposed butter shipments is
attached as Appendix A.
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Despite requests from the Department of Transportat.on_'s
Maritime AdministratiOn (MAPAD), USDA has refused to impose cargo
preference on the butter sale. In addition, on August 14, 1981,
Chairman Jones and the Ranking Midority Member Snyder jointly
wrote to Secretary of Agriculture John R. Block stating their
view that cargo preference did appl7 to the NZDB butter sale
and expressing concern that the cargo preference laws were not
being properly adhered to by USDA.

The statute Primarily at issue, known as the Cargo
Preference Act or Public Law 664,9 would require at least
half of the butter to be skipped in U.S.-flag vessels. It provides:

"Whenever the United States shall procure, (
contraot"for, or otherwise obtain for its own
account, or shall furnish to or for the account
of any foreign nation without provision for
reimbursement, any equipment, materials, or
commodities, within or without the United States,
or shall advance funds or credits or guarantee the
convertibility of foreign currencies in connection
with the furnishing of such equipment, materials,
or commodities, the appropriate agency or agencies
shall take such steps as may be necessary and-
practicable to assure that at least 50 per centum
of the gross tonnage of such equipment, materials, or
couodities (cosoputed separately for dry bulk carrs.ers,
dry cargo liners, and tankers), which may be trans-
ported on privately owned United States-flag commercial
vessels. Is

In response to Chairman.Jones' and Mr. Snyder's letter,
USDA stated that the Cargo Preference Act "applies only to con-
cessional sales and not to commercial transactions.",4

The butter sale, USDA maintains, is commercial rather than con-
cessional because it represents() the best terms ,and conditions
obtainable under the aircums Onces" and is not "made to assist
the economy of New Zealand.D USDA concludes, therefore, that
the Act does not apply.

MARAD disputes USDA' s. characterization of the sale as com-
mercial, pointing out that the butter was sold at a price well
below world market rates and at less than half of the Federal
support price. In addition, MARAD contends that the 180-day
interest-free extension of credit to NZDB takes the transaction

3/ P.Le 664, 83d Cong., .2d Seas. (1954), 68 Stat. 832, 46 U.S.C.
§ 1241(b)(1). The provision has been incorporated into section 901
of the Merchant Marine Act, 1936, a copy of which is attached as
Appendix B.

4/ Letter from Richard E. Lyng, USDA, to Ron. Walter B. Jones
(September 8, 1981).

1d.
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out of the commercial realm since it violates both standard
commercial practice and USDA's general requirement of payment
for goods within ten days.

By focusing only upon whether the butter sale is or is not
a purely commercial transaction, however, both USDA and MARAD
have overlooked the question whether the Cargo Preference Act
applies to this sale simply because the United States is extending
credit to NZDB. The statute clearly states that cargo
preference applies "(w)henever the United States . . . shall
advance funds or credits . . . in connection with the
furnishing of . . . equipment, materials, or commodities" to
any f6reign nation. The Merchant Marine and Fisheries Committee
staff submits that this unambiguous language makes the Cargo
Preference Act applicable to the butter sale solely because
the United States is extending credit to NZDB, irrespective of
whether the transaction is commercial or concessional.

II. QUESTIONS PRESENTED

The questions raised by the USDA and MARAD disagreement,
and by the Committee staff position, are:

1. Does the Cargo Preference Act apply by its
plain terms to the butter sale, because the United States is
extending credit to NZDB, irrespective of whether the sale is
commercial or concessional?

2. Does the/Cargo Preference Act apply to the
butter sale becauseethle sale is concessional rather than
commercial?

3. If the Cargo Preference Act does not apply to the
butter sale, should the law be amended so as to bring this and
similar transactions clearly within its terms?

III. CONCLUSIONS

For the reasons discussed below, the Committee staff
concludes that:

1. The extension of credit by the United States to NZDB
in connection with the butter sale brings the transaction within
the plain language of the Cargo Preference Act, irrespective of
whether the sale is commercial or concessional.

2. Since the Cargo Preference Act applies by its terms,
the question whether the sale is commercial or concessional is
immaterial, and need not be addressed.
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3. Since the Cargo Preference Act language is clear,
and since it does apply in this case, amendment of the Act does
not appear to be necessary. In view of the disagreement among
those involved, however, and the traditional antipathy of
federal agencies to cargo preference, this Committee--which
is charged with overseeing the proper administration of the Act--
should reiterate its intention that the Act be vigorously
enforced and should condemn attempts to circumvent either the
letter or the spirit of the Cargo Preference Act.

IV. DISCUSSION

A. Cargo Preference Applies Because Credit is Extended

The plain and simple language of the Cargo Preference
Act makes it applicable to the butter sale to NZDB. The
law states quite clearly that "(w)henever the United States
* . . shall advance funds or credits . . . in connection with
the furnishing of . . . equipment, materials, or commodities"
to a foreign nation, the responsible federal agency shall
make sure that at least half of the goods move on U.T.-ffag
vessels. The statutory language is neither ambiguous nor
ungrammatical. It sets out four separate, distinct and
completely independent categories where cargo preference must
be imposed. Cargo preference applies where the United States
(1) buys goods; (2) provides goods to foreign nations for
free or without adequate compensation; (3) advances money or
credit; or (4) guarantees the convertibility of foreign
currency.

The clarity of the statutory language eliminates anfiaid
to consult other sources for an explanation of the law. The
most fundamental principle of statutory construction, and one
grounded in elementary common sense, is the so-called "plain
meaning rule" which holds that when statutory language is
plain and unambiguous on its face, contrary interpre ations
based upon secondary and tertiary sources must fail.0 In this
case, USDA's apparent confusion over the clear mandate of the
law, and the agency's efforts to elucidate the statutory
language through references to opinions of the Attorney
General appear to be nothing more than another example df

6/ See CPSC v. GTE Sylvania, Inc., 447 U.S. 102, 108 (1980);
"-aminetti v. United States, 242 U.S. 470, 485 (1917);
C. Sands, Sutherland Statutory Construction § 46.01
(4th ed. 1973).
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Even if the legislative history is consulted, however, it
strongly supports the view that the four categories in which
cargo preference applies are separate and distinct, and that an
extension of credit to a foreign nation alone is enough to
trigger application of the law. The House report unequivocally
states: /

"The bill applies in four kinds of situations:
(1) Where the United States procure, contracts, or
otherwise obtains for its own account equipment,
materials, or commodities; (2) furnishes
equipment, materials, or commodities to or for
the account of any foreign nation without
provision for reimbursement; (3) advances funds
or credits; or (4) guarantees the convertibility of
foreign currencies in connection with the furnishing
of such equipment, materials, or commodities."

The Senate report is similar:

"(A)t least 50 percent of any equipment, materials,
or commodities procured, contracted for orter wse--
obtained by the United States Government anywhere
in the world, for its own account, or to be
furnished or given to any foreign government, or
financed, shall be transported in privately owned
United States merchant vessels ....

7/ See, e.g., S. Rep. No. 2286, 87th Cong., 2d Sess. 3 (1962)
"- All too often, the Senate Commerce Committee has felt, there
has been evidenced in at least several of the administrative
departments, an apparent desire on the part of those responsi-
ble for shipping arrangements to evade the cargo preference
requirement whenever opportunity offered."); 102 Cong. Rec.
A2221 (daily ed. March 12, 1956) (remarks of Sen. Butler
quoting editorial from Cotton Trade Journal of February 24, 1956)
("Chief supporters of the move to void the Cargo Preference Act
are the State Department . . . and the Department of Agriculture
and the Farm Bureau Federation, which have the mistaken idea that
a considerably greater volume of surplus commodities would be
shipped if only foreign vessels were used."); id. at 2552
(remarks of Sen. Butler).

8/ H. Rep. No. 2329, 83d Cong., 2d Sess. 1-2 (1954).

9/ S. Rep. No. 1584, 83d Cong., 2d Sess. 1 (1954).
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Moreover, the Senate report describes the bill as desirable
because it "plugs existing loopholes, particularly with respect
to offshore pur~basing and programs financed in any way by
Federal funds." Nowhere in either the House oz Senate reports
is there any indication whatsoever that the Cargo Preference Act
applies only to concessional sales. Certainly the Act does apply
to concessional sales--under the category of furnishing goods without
reimbursement--but it does not apply only to concessional sales.
Such an overly restrictive reading of the Act ignores the three
other clearly defined categories where cargo preference applies,
one of which is when the United States "advances funds or credits."
Furthermore, the House report clearly indicates the kind of
commercial transaction Congress intended to exclude from cargo
preference. The report states that the law "has no application to
purely commercial transactions where a broker or exporter sells to a
firm abroad without the participation of the United States Government."1 1
The NZDB butter sale is not being handled by a broker or exporter; the
butter will not be sold Toa priylte foreign firm but to a
New Zealand go-vernmental entity; and the U.S. Government is
unquestionably involved. Thus, the present sale bears no
resemblance at all to the type of normal commercial sale that
Congress meant to exclude from the purview of the Act.

In addition to the legislative reports issued when the bill
was under consideration, within a year after its passage the
Merchant Marine and Fisheries Committee held oversight hearings
to investigate whether the Cargo Preference Act was being
properly administered. The report resulting from those hearings
states that cargo preference applies to all "United States
Government-controlled programs onanced by Federal funds in
whatever form they might take."' Clearly the present case,
where the United States has extended an interest-free
180-day credit to NZDB, constitutes a financing of the butter
sale through the use of Federal funds.

Not only do the House and Senate reports accompanying and
subsequent to the Act support the view that an extension of
credit alone is enough to make cargo preference apply, but also
numerous floor statements by the bill's chief sponsor, Senator
John Marshall Butler of Maryland, indicate his understanding that
this was the case. During debate, Senator Butler stated that the
bill would "require shipment in United States-flag vessels of at
least 50 percent of foreign aid and other federally owned or

10/ Id. at 5.

11/ H. Rep. No. 2329, 83d Cong., 2d Sess. 2 (1954).

12/ Dairy Board Act 1953, 1953 Stat. N.Z. No. 41, as amended by
Dairy Board Amendment Act 1958, 1958 Stat. N. Z. No. 62.

13/ H. Rep. No. 80, 84th Cong., 1st Sess. 4 (1955) (emphasis added).
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financed ocen cargoes.", 1 4 He added-later that the bill
provided "for shipment of at least 50, percent of all aid or
federally owned or financed cargoes,"u and then repeated
verbatim the language found in the Senate report that the bill
"plugs existing loopholes, particularly with respect to'offshoj
purchasing and programs financed in any way by Federal iunds.'18
Similar remarks were made in the House by Congressman Friedel,
who stated that the bill "provides for transportation on
privately-owned American-flag vessels of t least 50 percent
of the U.S. Government financed cargoes."

After passage of the bill, Senator Butler reiterated his
views, noting that the Act assures U.S.-flag vessels of "at
least 50 percent of all oceanborne cargoes purchased f j, or
given away by, or financed by the Federal Government."'
He concluded: "And certainly, it is not too much to ask that
cargoes for our own needs, those which we give away, and
those which we finance in one way or another, be divia-el equally
as between our own shipping and that of other nations."10

B. USDA's Position Misconstrues the Act

Relying on an opinion of its General Counsel, USDA argues
that the Cargo Preference Act does not apply because the butter
sale to NZDB is a commercial rather than a concessional trans-
action. The General Counsel's opinion, however, makes no
attempt to analyze the plain language of the statute, nor does
it make any reference to the legislative history, where
extensions of credit alone are clearly delineated as a separate
basis for applying cargo preference. Thus, USDA ignores the
primary source--the statute--and the most important secondary
source--the legislative reports--in rendering an opinion
interpreting the Cargo-Preference Act. These are two fatal
flaws in the USDA analysis.

14/ 100 Cong. Rec. 8227 (1954) (emphasis added).

15/ Id. at 8228 (emphasis added).

16/ Id. (emphasis added).

17/ Id. at 13952 (remarks of Rep. Friedel).

18/ 101 Cong. Rec. 1275 (1955) (remarks of Sen. Butler)(emphasis added).

19/ IAd. at 1276 (emphasis added).
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Instead, USDA relies exclusively on two opinion letters 20

of the Attorney General, one from 1963 and another from 1965.
Both of these opinions, however, address factual circumstances
that differ in a very crucial respect from the present situation.
In both, the Attorney General discusses the applicability of
cargo preference where the United States extends credit to a
private domestic exporter. No private domestic exporter s
involved in the NZDB butter sale; the United States is extending
credit directly to a foreign nation. In 1963, the Attorney General
concluded that cargo preference-did apply when (1) the United
States extended credit to a domestic exporter and (2) the export
was designed to benefit the economy of the foreign nation. In 1965,
the Attorney General stated that cargo preference did not apply
when (1) the United States extended credit to a domestic exporter
and (2) the export did not aid the foreign nation. In both cases,
the fact that credit had been given to a domestic exporter rather than
directly to a foreign nation was critically important--a fact that
is totally ignored by USDA. Only by ignoring the unique facts of
the Attorney General opinions could USDA conclude that the sole
consideration in applying cargo preference is whether a sale is
concessional. Whether a sale is commercial or concessional is a
factor, but is not the only factor. The other factor--whether credit is
extended directly to a foreign nation or to a private domestic
exporter--is crucial, and has been completely overlooked by USDA.

Even assuming, without conceding, that the NZDB butter sale
is a wholly commercial transaction, as contended by USDA, the
precise situation presented by this sale is simply not addressed
by either of the Attorney General opinions cited by USDA. In
neither case did the Attorney General discuss a situation where
the sale is commercial and the United States is extending credit
directly to a foreign nation. The facts here are materially
different, and the prior opinions simply are not on point.

Neither can 4ft be argued that the distinction between extending
credit directly to a foreign nation and extending credit to a
private domestic exporter is of no significance. Throughout
the 1963 opinion, the Attorney General constantly repeats that he is
discussing only extensions of credit to domestic exporters. The
opinion is carefully and indisputably limited to that situation,
and cannot reasonably be read to apply to a situation where
credit is extended directly to a foreign nation. Moreover, two
previous Attorney General opinions, which are included in the
appendix to the 1963 opinion, clearly distinguish between extensions of
credit to domestic exporters and extensions of credit to foreign
nations. In a 1956 opinion, Attorney General Herbert Brownell
wrote to the Secretary of Agriculture:

20/ 42 Op. Attly Gen. 203 (1963); letter from Norbert A. Schlei,
Assistant Attorney General, to John C. Bagwell, USDA
(December 6, 1965).
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"I agree with your General Counsel that in so far
as the commodities involved are sold on credit to
private domestic exporters and purchased by private
foreign importers, Public Law 664, 83d Congress
(supra), would seem to have no application. The
statute by its express terms is applicable
where the United States extends credit in
connection with the furnishing of commodities
'to or for the account of anX foreign nation.'

If , on the particular facts, it appeared
that, even without any intergovernmental agree-
ment, credit, in fact, was extended by the United
States to a foreign government in connection
with the furnishing of agricultural commodities,
the preference of the statute might well apply."

21

In the second letter appended to the 1963 opinion, the
Attorney General found that cargo preference did not apply
when surplus commodities were sold abroad thrbugh private domestic
exporters and credit was extended to those exporters by the
United States. The Attorney General stated:

"By its terms, the preference stemming from
credit transactions would appear to apply only
where the United States advances credit to a
foreign government. The credit advanced by
the United States in these transactions is to
American exporters alone, to facilitate
through such channels dollar sales of commodities
in the Government's hands. It is neither in
form nor substance an advance of credit to a
foreign government."

22

The fact that United States credit was not being extended
directly to foreign nations was of critical importance in
these opinions. Subsequent Attorney General opinions, in
particular the 1963 opinion upon which USDA so heavily relies,
have not changed the distinction made in the earlier opinions.
Rather, the 1963 opinion simply focuses on he commercial/
concessional distinction to decide whether argo preference
applies when credit is extended to domestic exporters. The 1963
opinion carefully preserves the distinct ion between extending
credit to a domestic exporter and extending credit to a
foreign nation.

Reading all of the Attorney General opinions together leads
to the conclusion that cargo preference does apply where a sale is

21/ Letter from Herbert Brownell, Jr., Attorney General, to
the Secretary of Agriculture (January 20, 1956) (emphasis added).

22/ Letter from W. Wilson White, Assistant Attorney-General,
to Marvin L. McLain, USDA (October 14, 1957).

q-92 0-82-2
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designed to aid the importing country.2 3 In such a situation
the transaction falls within the statutory category of furnishing goods
"without provision for reimbursement." But cargo preference
is not limited to cases whore the United States furnishes
goods without compensation. The plain meaning of the
statute also requires that cargo preference apply when credit is
extended by the United States to a foreign nation. In the
situation addressed by the'Attorney General in 1963, credit went to
private domestic exporters, and cargo preference would not have
applied but for the fact that the sale was also concessional.
Thus, in the passage relied upon by USDA, thettorney General
correctly states that the extension of credit to a domestic
exporter in connection with a purely commercial sale does not
invoke cargo preference. This statement is true, but it has
absolutely nothing to say about the applicability of -argo
preference when credit is extended directly to af16reign nation,
as is the case here with the NZDB butter sale.

The Cargo Preference Act was passed in 1954, during a time
when the United States was providing large amounts of foreign
aid to Europe- and the Far-East to help nations in those areas
recover from the devastation of World War II. The primary
thrust of the legislation was. aimed at assuring U.S.-flag
vessels a portion of that foreign aid trade. Thus, it was
natural for the debate to focus on the foreign aid aspect of
the bill, which corresponds with the statutory requirement that
half of all goods furnished "without reimbursement" be carried
on American ships. This in turn has lead to the misunderstanding
that the Cargo Preference Act was meant to apply only in giveaway
or concessional transactions. The legislative history is clear
however, that the Act was designed to extend and broaden the
cargo preference provisions that had often been included on an
ad hoc basis in many previous foreign assistance laws.24 Part
of that extension and broadening resulted in the Act's application

23/ 42 Op. Att'y Gen. at 312. --

24/ S. Rep. No. 1584, 83d Cong., 2d Sess. 5 (1954) ("The Committee
is convinced that the bill . . . is desirable as a codifica-
tion and extension of present provisions in the several
foreign economic and military-aid statutes . . . );
100 Cong. Rec. 8227.,(1954) (remarks of Sen. Butler)
("The bill . . . would close at least some of the loop-
holes through which cargoes that should have been carried
in United States-flag ships have been routed into foreign
ships."); Id. 5466 ("(T)his bill would . . . broaden()
existing 50--50 legislation to include all Government aid
and Government-financed purchasing, and so on, on a
permanent basis, and applying to all such cargoes.");
102 Cong. Rec. 1705 (1956) (remarks of Sen. Butler) (elt
codifies and extends into permanent legislation various
preferences for United States-flag commercial vessels
in the transportation of Government-generated ocean
cargoes.").
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not only to cases where the United States gives away goods, but
also to instances where the government extends credit in connection
with the sale of products to foreign nations. To read the Act as
applying only to concessional or giveaway trans~etions, therefore,
constitutes a misreading of the plain statutory language and
ignores the legislative history.

Furthermore, the legislative history of the Cargo Preference
Act reveals Congress 'awareness of federal agencies' traditional
antipathy to cargo preference and indicates the Congressional
intent that federal agencies comply fully with both the letter and'the
spirit of the law. USDA has failed to meet the letter or the
spirit of the law in this case. Senator Butler, the bill's
chief sponsor, was absolutely unequivocal on the Floor of the
Senate when he stated: "Let me make one point clear. I do not
wish to make legislative history in connection with the bill which
will water down its provisions to the extent of allowing the
various agencies, under a pretext, to get out from under its plain
and clear provisions."2 5 Senator Butler was correct, the mandate
of the Cargo Preference Act is plain and clear, and it is
regrettable that even now, nearly 28 years after passage of
the Act, certain federal agencies continue to try to circumvent its
requirements. It is particularly ironic and disturbing that the
United States Merchant Marine, already in dire straits, should
be further debilitated by federal agency actions at a time when
the nation has recommitted itself to the vigorous support of our
maritime industry.

25/ 100 Cong. Rec. 8240 (1954) (remarks of Sen. Butler);
see note 7 supra.--
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APPENDIX A

NEW ZEALAND DAIRY BOARD PAST AND PROPOSED
BUTTER SHIPMENTS

DATE TONS
10-2-81 900

10-12-81 2160

10-15-81 1000

10-15-81 700

10-18-81

10-28-81

11-5-81

11-9-81

2160

900

1800

1800

ORIGIN

Philadelphia, PA

Philadelphia, PA

Green Bay, WI

Kenosha, WI

Philadelphia,

Philadelphia,

Philadelphia,

Philadelphia,

PA

PA

PA

PA

DESTINATION

New Zealand

New Zealand

Belgium

Belgium

New Zealand

New Zealand

New Zealand

New Zealand

Philadelphia, PA New Zealand

CARRIER

Columbus Line
(Germany)

Pace Line (U.K.)

Trans Ocean Reefer
(Philippines)

Trans Ocean Reefer
(Philippines)

Farrell Line (U.S

Pace Line (U.K.)

Farrell Line (U.S.

Columbus America
(Germany)

Farrell Line (U.S.11-11-81 1800
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APPENDIX B
Page 1

Merchant Marine Act, 1936, Section 901(b)(1), 46 U.S.00. 9 1241(b)(1).

Whenever the United State. shall procure,
contract for, or otherwise obtain for its own account, or
shall furnish to or for the account of any foreign nation
without provision for reimbursement, any equipment,
material or comodites, within or without the United
States, or sh advance fund, or credits or guarantee the
convertibility of foreign currencies in connecion with the
furnishing of such equipment, materials or commodities,
the appropriate agency or ag shall taim such steps
as may be necamary and pracicabe toa usre that at least
50 p fe osutlm of the gross tmnage of such eqmuipiut,
ma l or ties (computed separately for dry
bulk carrisM, dry cargo linsM and tankers), which may
be U nsported on ocean vessels shallbe transorted on
privately owned United Staeflr commera vessels,
to the ntent such vas are avaale at fair and reasm-
sble rates for United States-Bag commercial vessel, in
such manner as will insure a faii and res tonableci.
patou of United Stateslag commercial Vessels n a
aoe by geographical acres: ProrM, That the provi.
#ions of ct may be waived whenever thi Con-
gfrn by cnacurrnt rmolution or otherwise, or the Prei-
den of the United Stae or the Secrtary of Defenm
declare. that an emrs ezis Just a tmporry
waiver of the provisions of section 901(b) (1) nd so no-

tate:C t prpro agwncy or t cls: A, I
n. Th tl prv~sowm of th i. =,--&on Ah-ll not

apply to ca: Wried In the Tenth of ths Panama
Canal Company. Nothing hen shall repeal or otherwise
, modify the promios offtbioRmlutton Numbered 17,
Seventy.thiid CFner (48 Sta. 5)9 ),as amended.
For purposes of ths section, the term "rivHatly owned
United Statwla commecl veses shall not he
deemed to anlude ny vma which, subsquent to the
date of enactment of this amendmnt, s have been
either (a) built outside the United States, (b) rebuilt
outside the United State or (c) doeumented under any
foreign ritry, until such vemel shall have been docu-
mented under ihe laws of the United Stae for a period
of three years: Prov , Aowvr,That the provisfos of
this amendment shall not apply where, (1) prior to the
enactment of this amendment, the owner of a vessel, or
contractor for the purchase of a vessel, originally con-
structed In the United States and reNbilt abroad or con-
tracted to be rebuilt abroad, has notified the Maritime
Administration in writing of its intent to document such
vessel under United State re , and such vesel ia so
documenied on its f arrival at United States port
not later than one year subsequent to the dat of the
mactment of this amendamn, or (2) where prior to the
enactment of this amendment, the owner of * vesed un-
der United State. ristry has made a contract for the
rebuilding abroad of such veseel and has notiflod the
Mariime Administration of such contract, and such re-
building is completed and such vesel is thermafter docu-

eaWed under United States registry on its first arrival
at a Uaited States port not later than one year subse-
quent to the dat of the enactment of this amendment.
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APPENDIX B
Page 2

Public Resolution 17, 73d Congress, 2d Session (1934),
46 U.S.C. § 1241-1.

&eewkW by $A4 &ske, .d 5ow of Reprweftatws of Me. Uede
Ma" of A .s. in Oongroe ~e.4 That it is the u of
Coapi. tha in MW ow= in& b thed _ Reaumaft Finance Cot.
ponesor any aWinstruentality of the Ooyemmeo to faste
te cpoetng oa agdlonturul a, other prisio shal be1
made" t h ftf ch ihad be mi d uidvuy in Veuuls
of the Unit a uas, u to any at &l of owh pOdat, the

Shipping. -Bos inireu ialo, sell certfy to the
E~~aamuctloshf orn~~iac any thwmnutuWAN~

of th6 (emmm hat it of the Unitd W Lv n=" =
in midWWO numbw, o In adsaet tonae ceapety oron asommy
smiing sched.! or at rasmable rae

Mr. SEIFEaT. The facts which are not in dispute are:
First, that there was a sale.
Second, that the sale price was below both the support and world

price on the date of the contract;
Third, that the terms of sale were FOB warehouse, with payment

for each of the monthly invoices between August 5, 1981 and June
20, 1982, not due for 180 days following the issuance of the invoice.

Fourth, that the delayed payment is not subject to any interest
in consideration of the delay.

Fifth, that the terms of payment, at least constitute an extension
of credit.

Sixth, that by the terms of the contract, the sale constitutes a
transaction between governments in which "the extension of credit

-in connection with the furnishing of such commod-ities."0
The issues in dispute are:
First, that the cargo preference laws apply to transactions such

as this.
Second, that the sale is not concessionary, that is that the terms

of sale are other than "commercial."
Third, that certain past opinions of Attorneys General of the

United States are determinant in interpreting the nature of the in-
stant transaction as one to which cargo preference applies.The statute primarily at issue, known as the Cargo Preference
Act or Public Law 664, would require at least half of the butter to
be shipped in U.S.-flag vesses.

It provides:
Whenever the United States shall procure, contract for, or otherwise obtain for its

own account, or shall furnish to or for the account of any foreign nation without
provision for reimbursement, any equipment, materials, or commodities, within or
without the United States, or shall advance funds or credits or guarantee the con-
vertibility of foreign currencies in connection with the furnishing of such equip;ment, materials, or commodities, the appropriate agency or agencies shall take suc
steps as may be. necessary and practicable to assure that at least 50 per centum of
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the gross tonnage of such equipment, materials, or commodities computedd separate-
ly for dry bulk carriers dry cargo liners, and tankers), which may be transported on
privately owned United States-flag commercial vessels * * * -

The issue for the committee to determine is whether this sale to
a foreign government by the Government of the United States in
which transaction credit has been extended brings the transaction
within the requirements imposed by the quoted statute.

The staff concludes that it does.
The Department of Agriculture, in response to inquiries posed by

the committee, insists that to make the Cargo Preference Statute
operative, the transaction must be concessionary.

On the basis of the agreed to facts it could easily be argued that
the below market price, the extension of credit and the agree-
ment's terms, in which the United States agrees not to sell, for ex-
ample, any butter during the 1-year period we are shipping butter
under the contract to New Zealand, all constitute noncommercial
conditions and hence a concessionary sale.However, the staff believes it is not necessary to make the
concessionary sale determination in order to interpret the statute
as applying to the transaction.

Simply stated, the plain language of the statute written as it is
in the alternative, that is by enumerating four distinct categories
or circumstances in which cargo preference applies, is clear enough
to warrant support for the sPs conclusion.

The, statute does not require a combination or pairing of these
circumstances, but rather a showing of one of the separate and dis-
tinct categories is sufficient to bring into play the requirement that
a portion of the cargo be carried in U.S.-flag vessels.

The Congress is not being asked to render a new arid contradic-
tory position by reasserting the. plain language interpretation of
Public Law 83-664. 1

In 1954, both the House and Senate, in reporting the bill which
was to become Public Law 83-664, had no difficulty with this con-
clusion: I

The House report unequivocally stated:
The bill applies in four kinds of situations:
(1) Where the United States procures, contracts, or otherwise obtains for its own

account equipment materials, or comtlnodities;(2) Furnishes equipment, materials, or commodities to or for the account of any
foreign nation without provision for reimbursement;

(8) Advances funds or credits; or
(4) Guarantees the convertibility 6f foreign currencies in connection with the fur-

nishing of such equipment, materials, or commodities.
The Senate report is similar:
At least 60 percent of any equipment, materials, or commodities procured, con-

tracted for or otherwise obtained by the United Stateb Gvernment atiywhere in the
world, for Ifs o** a6mcut, or to be furnished or-given to any foreign government, or
finance, a be transported in privately owned United States merchant yes-
ses.

In relying on Attorney's General opinions in their assertion that
an essential element of a cargo preference transaction is that the
sale be concessionary, the .S. Department of Agriculture ignores
the fact that in# these opinions the Attorney General addressed a
situation in which credit was not being extended to a foreign gov-
ernment.
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The critical issue in the cited opinions was whether cargo prefer-
ence applied in instances where credit, although exfnded, was not
directly to a foreign government. In limiting the opinions to trans-
actions in which "commodities are sold on credit to private domes-
tic exporters and purchased by private foreign importers," the in-
terpretations expressly reaffirmed the position being asserted by
the memorandum, as witness the following statement by Attorney
General Brownell in 1956:

The statute by its express terms is applicable where the United States extends
credit in connection with the furnishing of commodities to or for the account of any
foreign nation.

We have been unable to find in the authorities- cited by the De-
partment of Agriculture any justification for rejecting the conclu-
sion that the plain language of the statute Public Law 03-664 re-
quires that the transportion of at least 50 percent of the commod-
ity, butter sold by the United States to New Zealand, be transport-
ed in vessels of the United States.

In-summary, we conclude that the New Zealand Dairy Board is a
constituent entity of the Government of New Zealand and is the
foreign nation to which the United States directly furnished com-
modities and that in connection with the furnishing of the com-
modity directly extended credit.

Without regard for whether the sale was concessionary or not,
and there is sufficient evidence that the transaction is in fact
concessionary, the plain language of the statute, the legislative his-
tory as contained in both House and Senate reports and the opin-
ions of Attorneys General, all point to the ultimate conclusion that
the agreement in question is subject to the provisions of Public
Law 83-664:.-

That concludes our summary statement, Mr. Chairman.
We will be glad to answer. any questions the committee may

have.
The CHAIRMAN. Mr. Sunia, do you have any questions of counsel?
Mr. SUNiA. No.
The CHAIRMAN. Thank you.
I have one or two short questions, if you don't mind.
Are you telling the committee that the cargo preference law

would apply to any sale between the United States and a foreign
country, regardless of the terms?

Mr. Sm mT. No, Mr. Chairman. If the sale were, for instance, at
market price and there was no unusual credit extended, or if the
convertibility of currency was not guaranteed, then the cargo pref-
erence law might not apply.

The CHAIRMAN. But' you are saying that if the United States sells
commodities to foreign nations at give-away prices, that cargo pref-
erence applies and no other conditions of the statute must be satis-
fied for, cargo preference to apply?

Mr. SFERT. Yes, the statute says: "Whenever the United States
shall * furnish to any foreign nation without provision for reim-
bursement, then cargo ?reference shall apply,' and that phrase
"without reimbursement' means including sales at below market
price.
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The CHAIRMAN. Well, then, such a concessionary sale requires
cargo preference regardless of whether credit is extended?

Mr. SEIFERT. Yes, Mr. Chairman.
The CHAIRMAN. And you are interpreting the statute to require

cargo preference to apply not only where a concessionary sale is ac-
companied by an extension of credit but also to those transactions
in which the only statutory category you can find is the extension
of credit?

Mr. SEIFERT. Yes; it is our position that so long as the transaction
is between governments and the extension of credit is made direct-
ly by the U.S. Government to the government of the importing
nation, then cargo preference applies.

The CHAIRMAN. So that we are absolutely certain of the condi-
tions the staff finds involve the required imposition of cargo prefer-
ence, could you please list the cartgories?

Mr. SEIFERT. Cargo preference under Public Law 83-664 is re-
quired when:

First, the United States obtains-cargo for its own account; or
Second, the United States provides cargo for other nations with-

out provision for reimbursement; or
Third, where in connection with moving cargo to another coun-

try, the United States advances funds or credits; or
Fourth, where the United States guarantees the convertibility of

that country's currency in connection with the furnishing of goods,
et cetera.

The CHAIRMAN. I thank the staff very much for the very thor-
ough analysis you have made of the whole situation and your ex-
planation here today.

Our next witness is Adm. H rold E. Shear, Administrator,
Maritime Administration, Deparfment of Transportation.

We are delighted to have you here, sir. We will recognize you at
this time.

STATEMENT OF ADM. HAROLD E. SHEAR, ADMINISTRATOR,
MARITIME ADMINISTRATION, DEPARTMENT OF TRANSPORTA-
TION, ACCOMPANIED BY LEWIS C. PAINE, JR., ACTING ASSO-
CIATE ADMINISTRATOR, MARKET AND DOMESTIC ENTERPRISE,
AND STUART It BREIDBART, DEPUTY CHIEF COUNSEL, MARAD
Admiral SHAR. Mr. Chairman, members of the committee, I

have a brief statement which I would like to make, with your per-
mission, sir.

The-CHAIRMAN. You may proceed.
Admiral SHEAR. My name is Harold E. Shear, and I am the Mari-

time Administrator of the Department of Transportation.
I am very pleased to appear before the committee this afternoon

with respect to the administration of our cargo preference laws by
the Maritime -Administration.

On my right is Mr. Lewis Paine and on my left Mr. Stuart Breid-
bart.

There are three Federal laws relating to cargo preference in gen-
eral use today. The committee staff has referred to them in their
presentation.
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The first cargo preference law is the Cargo Preference Act of
1954 (46 U.S.C. 1241(b)), which requires at least 50 percent of Gov-
ernment generated cargoes to be shipped on privately owned U.S.-
flag commercial vessels. The Cargo Preference Act of 1954 is also
referred to as Public Law 664.

The Cargo Preference Act of 1954 also provides the authority of
the Department of Transportation to oversee such Cargo Prefer-
ence Act. In this regard, the statute states as follows:

Every department or agency having responsibility under this subsection shall ad-
minister its programs with respect to this subsection under regulations issued by
the Secretary of Transportation. The Secretary of Transportation shall review such
administration and shall annually report to the Congress with respect thereto.

The second statute regarding cargo preference is Public Resolu-
tion 17 (15 U.S.C. 616a) which states that it is the "sense of Con-
gress" that in any loans made by a Government agency to foster
the export of agricultural or other products, provision shall be
made that such products shall be carried exclusively in vessels of
the United States. The Maritime Administration administers
Public Resolution 17 and, in appropriate cases, grants "waivers" to
permit 50 percent of the cargoes to be shipped on vessels of the im-
porting country.

The third cargo preference law is the Cargo Preference Act of
1904 (10 U.S.C. 2631) that requires military cargoes to be shipped
on vessels of the United States or belonging to the United States,
whether or not such vessels are privately owned, U.S.-flag commer-
cial vessels.

In this regard, it should be noted that the Cargo Preference Act
of 1954, which I mentioned earlier, requires that 50 percent of such
military cargoes be shipped on privately owned U.S.-flag commer-
cial vessels.

It is clear, therefore, that the Maritime Administration plays an
important role with respect to the administration of all three cargo
preference laws.

To assure that applicable cargo preference statutes are followed,
the Maritime Administration monitors the shipping activities of 67
Federal agencies, including the Export-Import Bank of the United
States, and the military assistance program and the foreign mili-
t sales program-of the Department of Defense.

pursuant to regulations issued by the Maritime Administration,
the various agencies are required to report on each shipment sub-
ect to the cargo preference laws. These usually take the form of

tills of lading, or-equivalent documentation.
A computer-aided monitoring system and a concentrated inter-

agency liaison program has permitted the Maritime Administra-
tion to process 31,172 ocean bilis of lading for 1979 cargoes covering
the Export-Import Bank, other civilian agencies, and foreign mili-
tary sales credit shipments.

The equivalent of 21,500 additional bills of lading for military as-
sistance program and foreign military sales cargoes also were proc-
essed by this system through the receipt from the Department of
Defense of computer tape reels. Total 1979 documentation, and I
use 1979 because that was the last year with complete documenta-
tion including the DOD equivalents, increased by 23 percent over
1978 levels.



21

In the past, despite these efforts by the Maritime Administra-
tion, full compliance with applicable cargo preference laws has not
been achieved. There have been instances when the full coopera-_
tion of the other agencies did not occur. However, this will not con-
tinue in the Reagan administration.

Mr. Chairman, with respect to the sale of butter by the Depart-
ment of Agriculture to the New Zealand Dairy Board, I am pleased
to be able to inform you that an honest difference of opinion has
been resolved to my satisfaction.

Last Wednesday, I had a most cordial visit with the Honorable
Richard E. Lyng, Deputy Secretary of the Department of Agricul-
ture. Deputy Secretary Lyng is hopeful that the New Zealand
Dairy Boardwill be responsive to the Department of Agriculture
request that equal access be given U.S. ships under this sale.

Indeed, with 13,320 tons of butter shipped or booked as of Octo-
ber 28, 1981, 43 percent has been allocated to U.S.-flag vessels. As
you know, there is an additional 87,000 tons of butter yet to be
shipped.

In P. future, Deputy Secretary Lyng and I will deal directly and
personally both on the remainder of the butter shipment to New
Zealand and in the very earliest stages of cargo development under
programs administered by the Department of Agriculture.

We believe that this will insure that appropriate consideration
will be given at the highest levels to the requirements of our re-
spective agencies and will result "in a full and fair measure of such
cargo moving on U.S.-flag ships.

In closing, Mr. Chairman, you have asked whether current en-
forcement authority of the Maritime Administration is adequate or
whether it needs improvement.

By and large, M h , we receive satisfactory cooperation
from all agencies. Overall, I am satisfied that the existing proce-
dures work reasonably well in order to insure that U.S.-flag carri-
ers adequately participate in these programs.

Moreover, Secretary Lewis has been and will continue to be per-
sonally involved in these issues, and asks that I convey to this com-
mittee his own endorsement of our cargo preference laws.

That concludes my prepared statement, Mr. Chairman, and I will
be pleased to answer any questions that you or the members of the
committee may have.

The CHAIRMAN. Thank you for your testimony and your assur-
ance that some reconsideration in this particular case is being
given to the American vessels.

How does the Maritime Administration go about overseeing the
implementation of the cargo preference laws generally?

Do you require all agencies to report, on a regular basis, ocean
shipments they make and the percentage carried in U.S.-flag ves-
sels?

Admiral SHEAR. Each agency must regularly report each ship-
ment made or, where commercial shippers have assumed responsi-
bility for compliance to provide that they report.

In this regard, MarAd has established regulations under the
Code of Federal Regulations which make it a mandatory require-
menit that we receive reports or bills of lading for each federally
sponsored shipment.
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We calculate the U.S.-flag percentage frox these reports, check-
ing the results against the agency's own records.

The CHAIRMAN. If another agency disagrees with your analysis
that cargo preference applies, how can you, in the Department, en-
force your decision?

Admiral SHEAR. We have several actions which we would take.
We can request the Comptroller General to provide an opinion

on the issue, and. if that does not resolve the difference, we can
then report our determination of noncompliance to the Congress as
required by the law.

I must say that the Maritime Administration itself has no actual
enforcement authority.

The CHAIRMAN. With regard to the New Zealand Dairy Board's
butter sale specifically, what is the Maritime Administration's posi-
tion on the applicability of cargo preference and why?

Admiral SHEAR. We feel that the cargo preference law applies in
this case for three reasons:

First, because the 180-day credit terms amounts to a loan under
Public Resolution 17; second, because the terms of sales amount to
an advancement of funds or credits under the Cargo Preference
Act; and third, because the arrangement is a concessional sale
under the Cargo Preference Act.

The CHAIRMAN. You have heard the staff presentation that the
cargo preference laws apply because the United States has ex-
tended credit to the New Zealand Dairy Board.

Do you agree with that analysis?
Admiral SHEAR. We agree with that analysis to the extent that

the New Zealand bUtter sale is deemed to be foreign assistance to
New Zealand.

We felt, within the Maritime Administration, that the foreign as-
sistance requirement is somewhat questionable in the New Zealand
sale. Therefore, or staff concentrated on the argument that the
180-day credit terms constituted a loan under Public Resolution 17,
but this possibility does not preclude coverage of the New Zealand
transaction under the Cargo PreferenceAct.

The terms of that sale not only satisfy the advanced funds or
credit tests, which your staff focused on, but also satisfy the more
stringent concessional sales test followed by the Attorneys General.

The CHAIRMAN. Well, sir, do you agree with our staffs analysis
that the cargo preference law applies whenever one of four catego-
ries comes into play?

Those categories being when the United States:
First, buys goods; second, provides goods to foreign nations for

free or without adequate compensation; third, advances money or
credit; or fourth, guarantees the convertibility of foreign currency.

May I inject into the record at this point that I can see no prob-
lem or question about provision No. 2, where the United States pro-
vides goods to foreign nations for free or without adequate compen-
sation; or No. 3, advances money or credit, because these clearly
apply to this transaction, in my opinion.

Admiral SHEAR. Yes, I do agree with your staffs analysis.
The CHAIRMAN. And what weight do you give to old Attorneys

General opinions in determining the applicability of the guaran-
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teed preference laws to specific -transactions, more specifically to
this transaction?

Admiral SHEAR. The opinions of the Attorneys General really
constitute the essence of the law on this subject.

In the absence of any means of enforcement, the Maritime Ad-
ministration has had to rely on these opinions in order to mandate
compliance.

I must also say that full compliance has never really ever been
100 percent achieved.

The CHAIRMAN. Thank you.
At this point I will recognize Mr. Sunia for any questions or com-

ments.
Mr. SUNIA. I just have one question, Mr. Chairman; but before I

ask that, may I say it is a pleasure to have you back in the chair-
manship of our committee, and I hope the problems are all over.

The CHAIRMAN. I changed my address from Walter Reed Hospital
back to the Cannon Building right now.

Mr. SUNIA. I hope that is not temporary.
The CHAIRMAN. I thank the gentleman very much for his kind

remarks.
Mr. SUNIA. I do want to understand this a little bit more, Mr.

Chairman.
If indeed the transaction is subject to the provisions of Resolu-

tion 17 and of the first paragraph of Public Law 83-664, as ex-
plained by the witness, I am a little bit at a loss as to why it would
be necessary to request the New Zealand Dairy Board to be respon-
sive, if indeed the sale is subject to the requirements of the law.

I don't quite see the reason for the request. To me it is subject
and it should be a matter of a request and then to see whether the
New Zealand Board would be responsive.

I wonder if the witness would care to comment.
Admiral SHEAR. I would be pleased to comment on that, sir.
As I understand it, there is no cargo preference clause in the

contract at the present time.
That being the case, after thorough discussion between our two

staffs, the Maritime Administration and the Department of Agri-
culture, -I have resorted to an .informal understanding at the top
levels of the Department of Agriculture, specifically Deputy Secre-
tary Lyng, that we will do our best to insure that U.S. carriers do
in fact get a fair share of that cargo, and we have been working
very vigorously to achieve that end.

We have so far gotten some 43 percent and, with the understand-
ing which we have now worked out, I am quite confident that is
going to continue throughout the shipment of the remaining 87,000-
tons of cargo.

It is an informal agreement at the present time, admittedly.
Mr. SUNIA. If I might make a comment, Mr. Chairman, it seems

rather peculiar that something that is subject-to law must further
on be subject to an informal agreement.

To me -it seems like it should be subject and should not any
longer be a matter of further discussion as to whether it should be
complied with 100 percent or 43.

Thank you.
The CHARMAN. Thank you, Mr. Sunia.
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Mr. Oberstar?
Mr. OBESMAR. I too join in welcoming you back to the commit-

tee. It is a delight to see you looking so well. If a stay in Walter
Reed does that much for you, I will go there myself, without the
complications the chairman had.

The CHAIRMAN. I would not recommend it.
Mr. OBESTAR. Admiral, what is the freight rate on the butter

cargo being carried to New Zealand and how does that compare
with the freight rate on other commodities?

Admiral SHEAR. It is carried under a conference rate.
Mr. OBEs'rAR. Under conference rates.
Would you supply for the record the information comparing the

cargo rate with conference rate, which are applicable in this situa-
tion, to butter as compared to other commodities carried in similar
trade?

Admiral SHEAR. I will provide that information.
In the negotiations early on in this shipment, there was a signifi-

cant reduction in the rates over what the first estimate was.
I will also provide that information.
[The information follows:]
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0
USDepartmw Mdministralor 400 Sevotm Stret. S.W.
df mp~a 10ion W*hktn. D.C. 20590

22 JAN 1982

The Honorable Walter B. Jonss
Chairman, Committee on Merchant
Marine and Fisheries

House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

During my testimony before the Committee on Merchant Marine and
Fisheries on Monday, November 9, 1981, I was requested to provide
the Committee with certain information.

As per page 25 of the transcript:

The applicable conference rate for butter to New Zealand
and comparable rates for other commodities in similar
trades.

The attached copies of appropriate pages of the "U.S.
Atlantic and Gulf/Australia--New Zealand Conference
Agreements No. 6200" contains the required information
as follows:

--The Commodity Index indicated no specific listing
for butter, cheese, and other dairy products.
Consequently, under the tariff rules the applicable
rate for any of these commodities would fall under
Item 2340, page 325, "Refrigerated Cargo, NOS,"
at $353.75 per 2,240 lbs. or 40 cubic feet, whichever
produces the greater revenue, plus bunker surcharge
as shown on page 3-A. Comparable rates on other
refrigerated cargo items are also shown on pages 325
and 326.

As per page 26 of the transcript:

The rate reductions that were accomplished below the rates
on file by the Conference during the freight negotiations.
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On October 8, 1981, project rates covering butter were
filed by the Conference, as per attached tariff pages
393 and 394, with an expiration date of December 31, 1981,
as follows:

Per 20' Container

Pier to house basis only
House to house only
Pier to free out Auckland only
House to free out Auckland only

Lumbsum Per Container
(includes surcharges)

$2,350.00
$1,800.00
$2,000.00
$1,650.00

Please let me know if you desire further information.

Sincerely,

Sgd. H. e Sh

H.E. SHEAR
Maritime Administrator

Enclosures
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I MC NO. 13
Cancels FMC No. 12ist REVISED TITLE PAGE

U.S. ATLANTIC AND GULF/AUSTRALIA-
NEW ZEALAND CONFERENCE

AGREEMENT NUMBER 6200

FREIGHT TARIFF NO. 4

Cancels Asillicatiom of Australia N. Zealand and Soci ty stands Fee gli Tariff ho J

LOCAL COMMODITY RATES
Including Contract Rates - See Rule 14

FROM
Atlantic and Gulf Ports of the United States of America

TO
Ports in Australia, New Zealand and the Society Islands

also ports in
Cook Islands - Fiji Islands - New Caledonia . New Hebrides

Territories of Papua and New Guinea - British Samoa - Solomon Islands -
Tonga Islands - Norfolk Island - Gilbert Islands

(Either Direct Call or Transshipment - See Rules 13 & 21)

Transportation under she ttrs of the Tariff is subiec to the terms of
Indlividuai arners' Sils of LadSng.

&Its of Ladin o Member Ltin arem % ,I%-,wn in FKFICIIT TARIFF NO. 10-FIC NO 2
rie transporlaion of exlosvies tnllammables. tirrv'wve matenals. comprerse€l i;acs, cmbuitier 1,cupds and other hatardous articles will be

governed by the Code ot Federal Regul tons, it Title 49. Sections 171-177. (Set Rule lot

PARTICIPATING CARRIERS
S- Past -

ASSOCIATED CONTAINER TRANSPORTATION FARRELL LINES INCORPORATED (VOCC,
(AUSTRALIAI LTD. IVOCC)

Associated Containerr Traaspoeation
(U.S.A.) General Ageis

1ATLANTTRAFIK EXPRESS SERVICE) IVOCCl THE AUSTRALIAN NATIONAL LINE VOCCI
TRADER NAVIGATION CO. LTD. ITHE AUSTRALIAN SHIPPING COMMISSION
8ROSTROM SKIPPING CO.. INC. Associated Container Transportation

IU.S A.) Central Aeits

tCOLLMBUS LINCI (VOCCI Hamburg • SudamerikLnidbtl TIIe IIANK A) SAV LL LINE. LIMITrf vOCc
Damplschlfifahlt - Cr•iv4chalt, CEiert & Amsinck Boyd. We,. & Sewell Iec. - Ceneral Agents
Ceilumbu, Line, Inc. - General Agents

]%sued by:
T.I. Comnroy, Jr. Chaitian

U.S. Atlantic and Cull AuutrataI
New Zealand Conlterncs

19 Rector Street, New York, N.Y. 1O00o
Telephone No. t22193-2.313

(C) SUBSCRIPTION: DOMESTIC $200.00 FOREIGN S250.00 - SEE RULE NO. 32

EFrrECTIVE: March 5, 1980 Correction No. 2:

9.-392 0-82-8
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rWd o VA A

U.S. Atlantic & Gulf/Australia - OrinIRev. FOR

New Zealand Conference Original 3

Freight Tariff No. 4 F.M.C. No. 13 canel ?&I*

FROM: Atantic and Gulf Poels of the United TO. Main Potsl In Australia and New Zealand as Ef.tv Doe
States ol America. lsted In Rule 21 A and S. and Pol in the

Society isl&d. See Rule 21 for application July 0, 1979to Other pots. C

PARTICIPATING CARRIERS

(Atlnltrallit Espress Service) (VOCC) Pacific America Container Express Una
Trader Navigalion Co. Led, (Pace Une)

adS Crulched Friars Agreomenl No. 995
London FC.3 - England The Service *I:

Associated Container Transportation
(Columbus Line) (V(Xq (Australia) Lid. (VOCCI

Hamburg-S4t rimrkanlsche 0amplshittfahrls 136 Fenchurch Street
Gesellhalt. Eggert & Amsink London EC3M6 DO. England
2000 Hatmbure 11 AND
DStWest Sira"S The Australian National Line (VOCC)
Hambug, Germany The Australian Shipping Commission)

111 Bridge Street
Farrell Unes Incorporated (VOCC) Sydney, N.S.W.. Australia

I Whitehall Street
New York, Now York 10004 U.SA. The Sank and Sarll Line Umited (VOCC)

21 Bury Street
London E.C. 3. England

EXPLANATION OF REFERENCES

or I Refer 10 Note in same numbered item or on same page.
(R) Indicates reduction
(A) Indicates increase
(C) • Indicales change, not fncteue or decrease.
(0) • Indicates deleton
tE) •Indicltes exception to general change
lbs. Indicates pounds, weight
Cu. ft. Indicates cubic foot or leet
KD. or C.K.O. Indicates knocked down or Completely knocked down.
F.I.O. (Free in and out) • Indicates tree ol loading and discharging cost to the carrier.
WIM •Indicates Weight or Measutement Rule 2 (c)
WL Indicates Weight • Rule 2 (c)
Reter an Rate Column) • Indicates refer to Confefence for riles
Aust. Australia
N.- New Zealand
U.S. United Slates o America
Basis I Indicates basis upon which rates apply , Rule 2(c)

For Explanation of References See Pogo 3
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U.S. Atlantic & Gulf/Australia -
New Zealand Conference

Freight Tariff No. 4 F.M.C. No. 13
FROM: Atlantic a"d Gull Pons Of the United TO: Main Prts in Australia ,and N;wZIe, a$States of A eriCa. lsted in Rule 21 A and 8, and P ns n the

SOciety Islands. See Rule 21 lot applicbllon
to Other PMrls.

SURCH1ARGE SECTION

, -r -, 4PAit

"/ ih lo, Palo

Effetive Date

Nuvrmber 15. 1981

curieacu 1 1991

CURRENT ADJUSTMENT FACTOR TO AUSTRALIA

BUNKER SURCHARGE TO AUSTRALIA AND NEW ZEALANO

(R) A lunker Surcharge of 16.5% per rcvunue ton to apply on all Miln Port rates
and Minimum Bill of leading charges.

(A)" A Bunker Surcharge of 20% lIr revenue
and Minimum Bill of Lading charges.

(A)** A Bunker Surcharge of 22%, Ier revenue
and Hinimum Bill of Lading charges.

(A)**r A Bunker Surcharge of 25% per revenue
and Hinirtum Bl11 of Lading charges.

" I tt'u.' i~ I);. '~ll '" 5, 1981" l.,rfct iv, Jtii.si r: J5, 1981,

.¢: E~ ff'cLive ItIbritiy 15, 1982

ton Lu apply on all ;,ain Port rates

ton to apply on all Haln Port rdtes

ton to apply on all Main Port rates

For Explanalio of Reloenccs See Page 3

3UH[;HARGE SECTION
! I,

I



Freight Tariff No. 4

FROM: Atlantic and Gulf Pans Ol the Unlted
Slates of America.

TO, Main Ports in Australia and New Zealand as
listed In Rule 21 A and S. and Ponls in the
Sociely Islands. Se Rule 21 for appliCation
1o Other pWS.

INUEX

30

h1h Ruv.

sth Rev.

"'September 22, 1981
-corlowioi I Is"

F.M.C. No. 13

Building Poper ..............................
Buiding Paper. Asbeslos .....................
Building Plaster .............................
Building Products, Methacrylale Resin ..........
Buildings, empty. S.U ........................
Bulbs. Blank. Glass. Television ................
Bulbs or Lamps, Viz.: ........................

Flourescent
High Intensity
Halogen
Incandescent
Pholoflash
Projector

Bulbs, Unfinished Glass ......................
Bulga .....................................

206e
127

2280
2379
1436
1315
1702

1320
136S

Bulk Cargo Liners for Ocean Containers ......... 427
Sul Oo2ers .............................. 255 8
Bullion, Silver or Gold ........................ 16
Burlap Bags ................................ 430
Burners. Oil ................................ 1810
Burning Oil ............................... 17752178
Bushings .................................. 1810
Buses. Passe ger ........................... 150
8ulene.1 ................................... 783
Bulls ...................................... 1405
Bulyl Acrylale ............................... ?S3
Bulyl Laclale ............................... 750
Bulylllthium ................................ 781
Bulylphenol, Paralsrliary .................... 8241825
Bulyrals. Cellulose Acetate ................... 2382

Per telegraphic filing of September 22, 1981

For Explanation Ol References Soe Page 3

U.S. Atlantic & Gulf/Australia -
New Zealand Conference

FJc ive Date
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Freight Tan

U.S. Atlantic & Gulf/Australia-
New Zealand Conference

iff No. 4 F.M.C. No. 13

FROM: Atlantic and Gulf Pirts of the United TO. Main Pors in Australia ano New Zealana s Eectve DeW
$late$ of AmlorC. liSted in Rule 21 A and 8, a"d Pors in tme

Society Islands. See Rule 21 for application "November 10, 1981
to other pons.

Coec"A 1 1992
iNDEX

Cellulose Waddi g ..........................
Cellulose. Woodpulp .........................
Cellulosic Fiber Graiular ........ ! ........
Cement Clinker Gnndi g Compound ...........
Cement, Linoleum .......................
Cement. NO S .. ...........................
Cement. Refracto.t ..........................
Cement. Rooting ............................
Cement. Rubber .............................
Ceramic Accessories. viz.: ....................

KlIns
Coatings
Plastic Molds

Ceramic Fibre Insulation .....................
Cer ic Glazed Tank Tiles ....................
Ceramic Moulds .............................
Cereals. Ory. Prepared ....................
Chain. Iron or Steel ..........................
Chen Saws am Pans ........................
Chain, Sprocket:

for Agncuilural Implement$ ................
for Agricultural TrC'OrS ....................
lor industnal Tractors ......................
for internal Combustion Engines .............
tor Machinery .............................

Chamoers, Oil Refinery .......................
Channels, tron or Steel .......................
Char, Bone .................................
Charcoal. Actirated ..........................
Chaugers. battery ............................
Chart Paper .................................
Chassis, automobile o truck ..................
Cheese Cloth, Cotton ........................
Cheese, Rejected ............................
Chees Wrap, Plastic ........................
Chelating Agents ............................
Chemical Fertilizer Compounds ...............
Chemicals, Hazardous, N.O.S .................
Chemicals, nonHazardous ....................
Cherries, in Brine ............................
Chests. Picnic ..............................
Chewing Gum ....... " .......................
Chewing Gum. Refrigerated ...................
Chewing Gum Base ..........................
Chewing Gum Base. Re,,gerated ...........
C hicle .....................................
Chicken, Canned ............................

720
720
532
543

1200
53S

2355
240
540
531

1476
swl
5511
573

1522
1812

70
2855
2815
tall
1810
1985
1505

576
575

1060

2114
150
715

2340
2369
578

1125
755
752
580
449

647
2340
545

2340
585
450

"'Per Telegraphic Filing 01 November 10. 1981

Children's Vehicles .......................... 305
Children's Vehicles, Motorized ................ 1908
China Clay ................................. 595
Chipboard ................................... 330 33
Chip, Nylon . ................................ 1955
Chippers. Log ............................... 2655
Chip erS, Whole Tree ........................ 2855
Chips. Soap ................................ 265
Chlorate of Lme ........................... 760
Chltorates. Barium, Calcium, Potassium .......... 750
Chlorate. Sodium ............................ 751
Chloride. Aluminum Anhydrous ................ 759
Chloride. Aiymonium ........................ 935
Chloride. Aqueous Choline ................... 10251780
Chloride. Benzoyl ............................ 747
Chloride. Benzyl ............................. 750
Chloride., Calcium ........................... 765
Chloride of Lime ............................ 760
Chloride. Methyl ............................. 1280
Chlorinated Lime ............................ 780
Chlorine ................................... 755
Chloromycetin ................. ............ 1005
Choline Chloi10. AqueoCus ................... 109511780
Chopped Strand, Glass Fibre .................. 1325
Chopoed Wire. Aluminum Scrap, Vilz. .......... 92
Chopper Rollers ............................ 2446
Christmas 0ecorations ................. 587
Chiromate, Sodium ........................... 925
Chrome. Or$ ................................ 2006
Chrome Oxide Green ......................... 840
Chromic Acid ............................... 40
Chromic Oxide .............................. C40
Chromium Plated. iron or Steel as listed ......... .155
Chromium Sulphate .......................... 925
Cigars ..................................... 2820
Cigarette Paper ............................ 2077
C*gareltes .................................. 2820
Circuit Recosers. Oil ...................... 1063
Circus Props & Cuslumes ..................... 586
Cilrals. Calcium (Lime) ....................... 750
Chrate. Sodium ............................. 902

For Explanation of References Sa Pale 3

Odg.JRer. Pop

12th Rev. 74
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U.S. Atlantic & Gulf/Australia - n"", Pago

New Zealand Conference- 61h Rev. 106
Ce.cuk , Pase

Freight Tariff No. 4 F.M.C. No. 13 a y. Pae
Stb Rev. 106

FROM: Atlantic and. Gull Ports of the United TO: Mai Porls in Australia and New Zealand as "ffecdve Date
Slates of Amer"c. listed in Rule 21 A and B. an Porns in the

Society Islands. Sol Rule 21 for application 'July 7, 1981
to other ports.

IoNDeEtXc 1727
INDEX

Racks, Oisplay ..............................
Radar Equipment, Automotive Vehicles .........
RaidiCtArm Woodwoiking Saws and Pans .......
Radialor Compound .........................
Radio Cabinets ..............................
Radio. CA ..................................
Radio Equipment. Automotive Vehicles .........
Radio Sets, Parts and Equipmnt ..............
Radio Sets, Automobile ......................
Radioactive Meterlal .........................
Rags, Synthetic Fibre ........................
Rails. Door .................................
Rails, Iron or Steel ...........................
Railway Car Material .........................
Railway Passegef Cars ......................
Railway Signal Material .......................
Railway Track Material. Iron or Steel ............
Railway Velocipedes .........................
Rakes. Hand, ................................
Rakes. Hey ..........................
Range Hoods ...............................
Ranges. Household and Parls .................
Ranges. Industrial ...........................
Ranges. N.O .. ...... ......................
Raspberries. Frozen .................. ......
Rayon Blankets .............................
Rayon Fabric, Non-Woven ....................
Rayon Piece Goods ..........................
Rayon Staple Fibre ..........................
Rayon W aste ...............................
Rayon Yam .................................
Razors. Razor Blades, and Parts ................
Reactors, Current Limiting ....................
Reagenls Flotation ..........................

965
156

1062
641

1265
2306

154
2306

2310
2312
1405
1565
2315
2320
231S
11565
2315
2845

70
2335
2335
1 810
1300
2340

302
1062
717

2418
735

3236
2337
1063
1178

"Par Telographic Fifing of July 7. 1981

Reapers ....................................
Reclaiming Oil, Rubber ...................
Reclosars. Oil Circuit ........................
Red Lead ...................................
Reference Fuel ..............................
Refinery Equipment. Oil. as Listed .............
Reflectors. Antenna ae ........................
Reftlectors. Plastic ...........................
Reformer Heaters ...........................
Refractories. as listed ........................
Refractors, Plastic ...........................
Retractory Brickbats. In Bulk ..................
RefractoCy Cement ..........................
Refractory Moulded Shapes ...................

fraicltory Spheres ..........................
Refrigerated Cargo, as listed ..................
Refrigerated Display Cases ...................
RAerigeration Units for Trucks.

Railroad Cars or Marine Containers ...........
Refrigeralor Cabinets and Pans ................
Refrigerators. Commercial ....................
Refrigerators. Household and Pars ............
Refuse Collecting Bodies. Mobile ..............
Regulators, Vollage ..........................
Reinforcing Cloth. Glass Fibre .................
Religious Pictures ...........................
Remover. Paint ..............................
Remover. Rust ..............................
Renovatorl, Pasture .........................
Repair Material. Tire, Rubber ..................
Replacement Pars. Truck Lift.

Tractor and Roadlmaking ....................

?a
2175
1063
1735
2183
IOm

2307
1067

198523.5
106?
2357
2355
2M6
2365
2340
2345

2345
235
2345
2346
2353
1063
1325
2207
2047
2536

70
2525

28

For Explaration of Reterences See Page 3
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U.S. Atlantic & Gulf/Australia- ol. Page

New Zealand Conference 9th Rev. 32S
Cearcb Page

Freight Tariff No. 4 F.M.C. No. 13 ev. P2s

&h Rev. 325

FROM: AtlntiC and Gulf Ports Of the United TO: Main Port$ in Australia am Now Zealand as Efective Dai
States of America. listed in Aule 21 A and B. and ParIs in the

SOCWety Islands. Se Rule 21 fr application "'July 14. 1981
to other Ws. Corrdee 1751

Except as otherwise specilcatly Provided. basis o1 tales is indicated as: WJM denoting
per 2240 Ibs. or 40 Cu.1t, whichever pro ucOs the greater revenue or WT denoling per . New
2240 lbs. Zeatland
"C" denotes "CONTRACT" RATES NC" denotes "NON CONTRACT" RATES am

C o md.. e c .. ..n.n Te S o c ie tyComon<dity Description and Packaging !Type Basis Australia Islands Item

Refrigerated Cargo, minimum charge per BIL $5850 higher than as nared in Item No. S.
Exceptlon to Tariff Rule 31(1).
N O.S.

Bakery Products, Including ingredients to production

Beef. Frozen. onelss and Bome In (Small Cuts), in Cases, Cartons, Crates
FREIGHT MUST BE PREPAID

Concentrated Citrus Juices

Candy

Cherries. Frozen

NOTE: When shiped in carriers' 20' containers moving pier to hOuSe shall be
subject 10 a minimum utilization at 20.000 lbs. for a 20' container. Not sub-
ect i the Utilization Requirements o1 Taritl Rule 31(c)1A.

Corn, Frozen

Fish, Frozen. Cooked, in packages including FishsliCks, Fish and Chips and
Raw Frozen Fish Blocks

NOTE. When shipped in carriers 20' contained moving house to house shall be Sub.
ject to a minimum utilizalion of 750 cu.ft. W 20" container. Not subject to
the utilizalio requirements of Tantf Rule 31(C)A__

Fish. Frozen Fillets, Solid Pack

Frozen Strawberries

NOTE: When shipped In carriers 20' containers moving house to house shall be sb-
ject to a minimum utilization at 23,500 lbs. lot a 20 container. NOt subject to
tre utilization requirements of Tarifl Rule 31(C)1A.

Fruit or Vegetables, Frozen

Gum Base. Chewing

Gum, Chewing

OlVa. Frozen
When shipped in carriers 20' containers moving house to house small be subject
to a minimum utilization ol 20.000 lbs. per container. Not subject to the utilization
requirements of Tarift Rule 31(c)IA

(R) Orange Juice Concentrate

Peanuts, Not in Shell

"Gont'd)

"Per Telegraphic Filing of July 14, 1981

C
NC
C

NC
C

NC

C
NC
C

NC
C

NC

C
NC
C

NC

C
NC
C

NC
C
NC

C
NC
C

NC
C

NC
C

NC

C
NC
C

NC

WIM
WIM
WIM
WIM

100 IDS
100 lbs

WT
Wr
WIM
WTm
WT
WT

WT
WT

1 00 lbs
100 lbs

WIM
WIN
WrM
WIM
WT
WT

W7
WT
WIN
Wim
WIM
WIM
WT
WT

WT
WT
WY
Wt

35t150
43510
26.75
307.15

21.50
25.25

279.50
325.75
248.25
900

3W900
423.25

262.00
30800
16825
2125

gO.75
224 25
295.75

347 75
33650
395.75

360.75
424 25
26450
31100
288 25
339 00
340.75
424.25

27100
31875
272.50
320.50

353.75
416.00
264.75
311.26

21.75
25.0

2525
335.50
2St 28

35900
42125

1825
21.2S

1190.
224.25
298.7S
35.25

367
4302S

291.50
342.75

271.00
318.75
30850
342.75

2340

Explanation 01 References See Page 3For
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U.S. Atlantic & Gulf/Australia- 2 Cr8.,R. P,,,

New Zealand Conference 91h Rev. 326

Freight Tariff No. 4 F.M.C. No. 13 carel Page

8th Rev. 326
FROM: Atlantic and Gulf Ponis of the Unlited TO; Main Pons in Australia ad Now Zealand as Wvcthv Dale

States of America. lisled in Ruts 21 A and 8. and Poia in the
Society 1sandl. See RUle 21 for application "November 14, 1981
to other ports.... Cor'rvcike. 1987

Except as otherwise specifically provided, basi Of rWAes is indicated as; WIM denOling 1per 2240 IbL o 40 cu.l. whichever produces the greater revenue or WT denoting per New
2240 lOs. Zealand

o"C" Denotes tCONTRACT- aATES "NC ag n gn Bi AsNON CtiNTRACT" RATES
i Rate ,oxiolyCornmodily Desciptin and Packgig~r Type _1$sI Australia Islands 1lert

Refrigerated Cargo. minimum charga per SI. $6.50 higher than as named in Item No. 5.
ViL.: (Coni'd)

(R) Cosmetics. Toilet Articles,.Flnished or Unfinished Products
Not subject to Temporary Supplement No. 3

PhotOgraphi Apparatus, Equipment. Materiel. Supplies an Prodcts used solely
for Pholographic Application, MaMufctu4ing or Processing, and so described in
SiN of Ladg, not including alictes restlricled to "on deck" stowage

When shipped in carriers 20' containers house to house each to Australia
$3,363.25 Contrma. 93.91675 Non.Contract. To New Zealand $3,489.00
ContracI. $4.104.75 Non.Cohtraci, plus an additiOnal charge Of S.75 per cubic
toot for each cubic foot 01 retrigerlled Cargo. An additional charge o 515.00
per ton is to be assessed lc each ton of cargo shipped In a 20' container.
Subject to Tafrifl Rule 26.

Plastic S/heting

Potatoes. Frozen

Raspberries. Frozen
Temporary Rate Expires November 30, 1981

Ready-to-Eat.Foods, Frozen. N.O.S.

Scallops, Frozen

Sea Food. Frozen, N.O.S.

''Pr lelegraphic filing of November 4. 1961

C
NC

C
NC

C
NC

C
NC

C
NC

C
NC

C
NC

C
NC

WIM
WiN

WIM

WM

WIM

100 lbs
100 lbs

WT
WT

WIM

WIm

100 Ibs
tOO lbs

100 lbs
100 lbs

2000
341.00

322.50
3?9.25

248.00
211.75

14.00
16,25

23600
277.50

263.00
309.2S

16,25
19.00

20.00
23.50

21500
347.00

324.50
381.75

253.00
297.50

13.75
18.00

264.75
311.25

15.00
21.00

For Explanation 01 Relerences See Page 3
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U.S. Atlantic & Gulf/Australia - Ot.,k,. Par

New Zealand Conference 121h Rev. 393
Cancub Pap

Freight Tarilf 4& 4_ F.M .C . N o. 13 1th Pa3
.- 11th RIv. 1_393

FROM: Atlantic and Gull Pors of itne Uited TO: Main Ports in Australia ad New Zeala"d as ltecyv. Date
States *I Ameria. listed in Rule 21 A and B. and Pons in the

Society Islands. See Role 21 for applicallon *october 34, 191'
to other Ports.

Correctio 1928

PROJECT RATES TO NEWZEALANO

BASIS CONTRACT NON-CONTRACT
RATE RATE

(R) New Zeala"d Belching Plant Project • aching, Plant and Parts. The
alforegoing rate Is subject to the following Nolet: WIM $193.00 $227.00

Note 1: Rates are subject to heavy tl lnd long length charges shown In
Tariff Rules 4 & 5

Note 2; Rates are subject to Tariff Rule 25 on under deck at cattiers' op
floi, and if on deck at shippers risk

Note 3: For the aloregoing rates, terms and COndtions i0 apply, the
ocean bill of lading must state: "New Zealand Batching Plant
Project" and show the following clause "Not commercial cargo,
not fo re-sal. Ulleiatly either to be cons ureo ,during or incor-
porated Into costruclion, erection of expansion of the protect.
or removed fromn New Zealand or disposed of :ocay fot salvage
value only."Tempraiy Raite Expires Novetmbor 30. t281

Butler, to Auckland, Now Zealand ,Se Noles 1 & 4l
When shipped in carriers 20' containers moving on a per to house basis
only - berh terms io Slack AuCklnd. Rate includes surchaiges in effect at
time of shipment. Cargo to be received at loading lermirallerrnral depot
as defined in Tariff Rule 31A not mote than four (4) working days prior to
sloding. All costs 10 this point for account of cargo Vessel s responsibility
ends when Continer is placed in container Slack at dichayge letminal. It
container is not returned within fifteen (15) working days. detention charges Lumpsum
wll accrue t a rate of $500 per 20" container per day of fraction thereof, per 20'
Not Subject to Rule 31(L)3A. Conlainer $2,3S0.00

When shipped in carriers 20- ccntai,'ers moving on a house to house basis
only- berth ferms to stack Auckland Rate includes surcharges in effect at
time of shipment. Containers to te Packed by shipper at COl store within
the urban are of the respective loading port and delivered to the cattier not
moe than toir (4) working days prior to loading. Pick up of empty container.
packing and transportaltion to Lines' lerri.nal for account of cargo. It con.
Iiner is not returned within fleen (1S) working days. detention charges Lumpsum
wil accrue at a rate of $5.00 per 20' container per day or train thereof, per 20'
Not Subtect to Rule 31M)3A. Conlainer $1,800.00

Note 1: Not Subject to the Allowance Provisions of Tarift Ruole 31(C) Note
I and the utilization provisions el Rule 31(CilA.

Note 2. The above rte also apsies for vessels callrg Neow Piymouth
-Direct Call only. Not sublect to Rule 1 - Direct Cil;s

Temporary Rate Ex,'p r Decemoi ,)1. 1g1t

"Per Te;egiaphtc Filing of O.w rii 14. Tidl

For explanation of references see Page 3.
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U.S. Atlantic & Gulf/Australia - Ors.'rv. P.t

New Zealand Conference. 3rd Rev. 394

Freight Tariff No. 4 F.M.C. No. 13 Candev P3942nid Rev. 394

FROM: Atlantic and Gulf Ports of the United TO: Main Ports in Australia and New Zealand as Effctive Date
States at America. listed in Rule 21 A and 8, and Ports in the

Society Islands. See Rule 21 for application * Octoberl 8, 191
to other Ports.

L CoTectio 1929
PROJECT RATES TO NEW ZEALANDI

Butler, tO Auckland, Now Zealand - See Notes 1, 2. 3 S 4

When shipped in carriers 20' containers moving on a pier to free out Auckland
basis only. Rate includes suichatges in elect at time of shipment. Cargo to be
received at loading terminalterminal depot as defned in Tarill Rule 31A not more
than eight () calendar days prior to loading. All crsts to this point for account o
cargo. Vessel's responsibility ends when cont. nar is tilted from vessel at
discharge terminal. It container is not returned within fifteen (15) worlung days,
detention charges will accrue at a rate of $5.00 per 20" container per day or
traction thereof. Not subject tO Rule 31L3A.

When shipped in carriers 20 containers moving on a house to tree out Auckland
basis. Rate includes surcharge in atect &I time 01 shipment. Containers to be
packed by shipper at cold store within the urban area at the (espectilve loading

-pon and delivered to the carrier not more than eight MS) calendar days prior to
loading. Pick up of empty container, packing and transportation to Lines' teminal
lor account of cargo. If container is not returned wlhin fifteen (151 working days.
detention charges will accrue at a rate of $5.00 per 20' container per day or frac.
lion thereot. Not subject to Rule 31L3A.

BASIS

Lumo Sum Per
20" Container

Lump Sum Per
20' Container

NON-CONTRACT
F2AT2E

$2,200.00

$1,650.00

NOTE 1: NOt subject tO the Allowance Provisions ot Tarilf Rule 31(C) Note 1
and the utilization provisions of Rule 31(C)IA.

NOTE 2: The above rate also applies for vessels calling Now Plymouth • direct
call only. Not subject to Rule 21 - Direct Calls.

NOTE 3: Carriers to control vessel schedule and working programs.
NOTE 4: Cargo lo be delivered to the carrier at a temperature not exceeding 10

degrees Farenhelt.

Temporary Rate Expires December 31, 1961

Per Telegraphic Filing of October 8, 1981

For explarntion of references see Page 3.
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Mr. OBERSTAR. Why was there a reduction in the rates?
Admiral SHEAR. There is negotiation between our lines, specifi-

cally the Farrell Lines and the New Zealand Dairy Board with
regard to competitive rates.

Mr. OBERSTAR. How much cargo in this particular sale so far has
been carried by Farrell Lines?

Admiral SHEAR. Approximately 40 percent of that which has
been carried so far, I think it is 13,000-odd tons.

Mr. OBERSTAR. 13,000 tons represent 40 percent of the amount?
Admiral SHEAR. No; that is the amount that has been shipped so

far, and U.S.-flag vessels have carried approximately 43 percent of
that tonnage, with a total of 87,000 remaining to go.

Mr. OBERSTAR. The amount that Farrell has carried is 43 per-
cent, is 13,000, not 43 percent representing 13,000?

Admiral SHEAR. That is correct.
- Mr. OBERSTAR. You have referred in your statement to 1979-proc-
essing by MARAD of ocean bills of lading for Export-Import Bank,
civilian agencies, and foreign military sales shipments.

Have you found any instances in that review of Federal Govern-
ment agencies that have not complied with cargo preference laws?

Admiral SHEAR. By and large, that review showed that the cargo
preference laws were being carried out effectively.

I don't have any specifics of any violations of the law in that
review.

I can provide, however, any possible areas where there was any
questions.

Mr. OBERSTAR. Does that also apply for the 21,500 additional bills
of lading for military assistance program cited in your statement?

Admiral SHEAR. Yes, it does.
Mr. OBERSTAR. How would you characterize military compliance,

100 percent, less than 100 percent?
Admiral SHEAR. By and large, the military compliance is close to

100 percent.
Mr. OBERSTAR. Now, when Export-Import Bank and civilian

agencies of government have cargo for international trade, how
does MARAD find out about that cargo moving, and when does the
agency find out about it?

Admiral SHEAR. We find out about it in a timely manner
through our direct liaison with the agencies themselves, and
through our contacts with the shipping industry.

Mr. OBERSTAR. Now, you refer on page 3 to a computer-aided
monitoring system, and an interagency liaison program.

Obviously, that program broke down on the butter sale, and the
computer must not have been working.

Admiral SHEAR. It really was not a breakdown. In that particular-
case, since they were not recognized as far as the Department of
Agriculture is concerned as preference cargo, they didn't show up
on bills of lading.

Mr. OBEmruAR. That is precisely the point, so that the informa-
tion that the agency at the Maritime Administration is getting, is
what other agencies want to filter on to MarAd.

How do you go behind the information and find out as we are
finding out here after thefact that another Government agency
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has in fact disregarded the law or interpreted it in a way to serve
its own purposes?

Admiral SHEAR. We have to depend on our own liaison, plus our
contacts with other aspects of the agency which are aware of ship--
ments which are made.

In my short time onboard, which is less than a month, I have
been pressing to find out whether those contacts are adequate
enough to make sure that we keep up exactly with what is going
on.

Mr; OBERSTAR. I am glad to hear that, because it seems to me if
USDA is spoon feeding the agency something in order to expedite
whatever purpose it has, in all probability that could be occurring
in other exchanges of commodities, sales or dealings of other Gov-
ernment agencies, so that they could very well simply be telling
MARAD what they want to tell and doing their job the way they
want to do it.

I hope that there will be a very intensive review, and not only
that, but that the Chair will call Maritime Administration bac
before this committee within a reasonable period of time to find
out what steps have been taken-so W do know-there is more than
just lip service being paid to the cargo preference laws.

Admiral SHEAR. In this specific case, the New Zealand butter, we
were aware of it and did have discussions and approached the De-
partment of Agriculture before the sales were made. We do have
quite good liaison with the various departments or organizations in
the Government who are involved in significant foreign sales.

Again, I am reviewing to make sure that what we do have is in
fact thorough enough to carry out our responsibilities. -

Mr. OBERSTAR. This is something I believe the committee wants
to impress upon the Maritime Administration and the Reagan ad-
ministration, the other departments of Government without regard
to current administration leadership, that this committee will con-
tinue to review actions of the U.S. Government that affect the Na-
tion's maritime capability. -

We have had innumerable._hearings in this committee over the
years on the means of strengthening the merchant marine, build-
ing more ships, getting more jobs for Am--erican merchantmen and
of increasing the share of that $135 million in annual foreign trade
that moves back and forth between this country and others for
American merchant fleet, and I find it frankly very distressing.

NoL only did the Department of Agriculture sell this butter at
below world market price, in effect-subsidizing the New Zealand
Dairy Board, they didn't even achieve their foreign policy objective
that was set down by the State Department of not getting the
butter into the hands of the Russians, but they subverted the
American merchant marine in the process and tied the hands of
American dairymen.

That-is not your responsibility but there is a whole chain of cir-
cumstances tied to this sale that reflect, I think, very adversely on
our foreign agricultural, our foreign sales policy in this Govern-
ment, and I commend the chairman for holding these hearings.

I am very pleased with your statement that the Maritime Ad-
ministration is going to take steps to look behind the information
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provided by the other Govrnment agencies and see that our cargo
preference laws are in fact being complied with.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Mr. Oberstar.
Admiral, I have one or two final questions, if I-might.
Please describe the efforts -by the Maritime Administration and

the Department of Transportation in trying to get the U.S. Depart-
ment of Agriculture to comply with cargo preference in this partic-
ular case. Let me say before you answer that, early on I contacted
your able Secretary, Mr. Drew Lewis, a strong personal friend of
mine, who became quite concerned about this matter, and I am
positive he used his influence to see what could b done and con-
tacted Mr. Block and found a sympathetic ear there, all this trying
to be done for the merchant marine's well being.

I am a little concerned that at the level of the two Secretaries,
they couldn't get this worked out. No criticism of either, because
they were very receptive and both concerned, but it is alarming to

_me that here we are giving to a foreign nation, New Zealand in
question, our goods and so forth-and so on, and yet they have theright to dictate to some degree who the carrier shall be.

It is totally inconsistent with the strength of this Nation and
surely we have not digressed to that point; at least I hope not.

Relate to the committee what your administration and the De-
partment of Transportation did in negotiating with USDA.

Admiral SHEAR. Shortly before the transaction was announced,
the Maritime Administration staff entered upon a series of discus-
sions with the Department of Agriculture staff, and we subsequent-
ly notified them by letter of our position.

There were also exchanges of the legal opinions of the general
counsels of two agencies and subsequently the issue was discussed
between the Secretary of Transportation, Mr. Drew Lewis, and the
Secretary of Agriculture, Mr. John Block.

Then, more recently, the subject was discussed in more depth be-
tween myself and Deputy Secretary Richard Lyng.

Now, why weren't we able to resolve the issue as it was pending
at that time? I will be very frank about that.

I think basically because the contract was off and running, if you
will. The agreement had been reached. It was a contract which ad
been achieved by the New Zealand Dairy Board and we couldn't at
that stage change it.

We were able to work out the informal arrangements which is
going to result in our getting essentially 50 percent of that cargo.

Admittedly, in an informal way, but I think it is clearly under-
stood now, certainly at the senior levels of the Department of Agri-
culture, that we are goin, to insist on getting a fair share of this
cargo. As far as this particular case is con-cerned we are going to
get very close to that 50 percent if not the full 50 percent. More
importantly than that, I am absolutely convinced that we now have
established at the top levels a relationship and a coordination and
cooperation which is going to preven4-any similar cases from devel-
oping in the future.

In other words, we are going to get on top of them from the very
early stages before contracts are let or before significant discus-
sions-are held-with foreign nations.
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The CHAIRMAN. Thank you, Admiral, and you have already an-
swered my next question which was, do you believe that this rela-
tionship can improve or is improving between Transportation and
other .Departments?

I think your answer to that would be a very categorical yes, and
I would like to cgmmend you publicly for taking steps to remedy
this recurring problem so quickly and forcefully upon becoming
Maritime Administrator.
- Although I have worked with USDA people for 15 years as a
member of the House Agriculture Committee, and have a deep ad-
miration for each and every one that I have ever known, and I
have no doubts that they would stand by their word, but I must
point out that the individuals there now will not be around forever,
and this new found cooperation could dissipate when they leave.

One reason for this hearing is to get this cooperative spirit aired
in public and noted in the record so it will be available for future
reference.

You indicate you are sure of USDA's cooperation from now on,
but do you have any more concrete assurances of this than the in-
formal agreement 6-r is there any in the making?

Admiral SHEAR. At present our understanding consists of the in-
formal agreement to consult and discuss, which I have already
mentioned. There are no additional formal, written agreements be-
tween the-Department of Agriculture and the MarAd.

At this time I do not believe a memorandum of understanding
between the two departments is required.

The CHAIRMAN. Thank you, Admiral.
Finally, could you give this committee a reassurance that the ad-

ministration is committed to enforcing to the very extent of the
letter of the law the existing cargo preference law fully and
vigorously?

Admiral SHEAR. The best way to do that is to quote what Drew
Lewis had to say a few weeks ago in a public statement, specifically
on October 16.

He said as follows:
Realism and economic self-interest compels us to recognize that the world of inter-

national shipping is far from free. A web of restrictions, both visible and invisible,
seriously impedes the efforts of U.S. carriers to generate the cargo required just to
stay in business.

In response to this situation, the United States has some modest requirements re-
serving cargo for our own vessels. In view of the business adversities mentioned, it
is questionable whether they are sufficient. It is quite clear, however, that these ex-
isting laws are vital to our survival in the international arena.

Be assured that we will vigorously endorse them.

The CHAIRMAN. Admiral, thank you very much for your testi-
mony, and your two aides with you. _

We are delighted to have you here and, as chairman of the com-
mittee, I feel Somewhat more reassured than I ,did at 2 o'clock
when we started these hearings, and I want to repeat my deep_ ad-
miration for the Secretary of Transportation as well as his staff for
the fine job you are doing to try to help your merchant marine
fleet.

Admiral SHEAR. Thank you.
The CHAIRMAN. Our next witness is Richard A. Smith, Adminis-

trator, Foreign Agricultural Services, Department of Agriculture.
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We are delighted to have you here this afternoon.

STATEMENT OF RICHARD A. SMITH, ADMINISTRATOR, FOREIGN
AGRICULTURAL SERVICES, DEPARTMENT OF AGRICULTURE,
ACCOMPANIED BY JAMES F. HINCHMAN, ASSOCIATE GENERAL
COUNSEL, U.S. DEPARTMENT OF AGRICULTURE, AND DANIEL E.
SHAUGHNESSY, DEPUTY ASSISTANT ADMINISTRATOR, FOR-
EIGN AGRICULTURAL SERVICE, USDA
Mr. SMITH. It is a pleasure to be here to discuss the New Zealand

butter deal.
I have with me on my right Mr. Hinchman, who is with our

Office of General Counsel, and Mr. Shaughnessy, on my left, who is
on my staff and works on the ocean transportation and food aid
side of our work.

The CHARMAN. Thank you.
Mr. SMITH. We have a prepared statement which we would like

to submit for the record, if it is OK with the chairman. I thought I
would proceed and give a brief summary of reasons for the sale and
try to talk to some of the points that have been raised here this
morning.

The CHAitMMY. Without objection, the full report of the Depart-
ment of Agriculture will be inserted in the record at this point.

[The statement of Mr. Smith follows:]
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STATEMENT OF RICHARD A. SMm!, ADM ATOR, FoREIGN AGRICULTURAL Smwcxv ,
U.S. DEPARTMEm OF AoICULTuRE

Secretary Block regrets that a prior commitment prevents him from meeting

the Merchant .arine and Fisheries Coantttee today, but he thanks you for your

invitation. He asked me to appear in his stead.

Because Chairman Jones asked that we respond specifically to several

questions about administration of the Cargo Preference Act, Public Law 83-664,

in connection with the recent sale of surplus butter by the Commodity Credit

Corporation (CCC) to the New Zealand Dairy Board (NZDB), I have with me today

several staff members from the Foreign Agricultural Service and the Office of

the General Counsel who are acquainted with both the butter sale to New Zealand

and with the Cargo Preference Act. We will be happy to answer any questions

at the conclusion of my statement.

I should like to proceed by first giving you a quick rundown on the sale

and the reasons for it, how and why it was sold to New Zealand, and under what

terms. Then I'll do my best to answer the half-dosen questions posed in Mr.

Jones's letter of October 28, 1981, to Secretary Block.

When this Administration took office In January, it was faced with a butter

mountain that has been growing ever higher since passage by the Congress of the

Food and Agriculture Act of 1977. The '77 legislation had raised the minimum

support level for milk from 75 percent of parity to 80 percent, and had required

seai-annual support price adjustments to reflect changes in the parity index.

Subsequently, dairy farmers significantly boosted their output. In February 1980,

for the first time in 28 years, milk cow numbers exceeded the level of a year
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earlier. Herd sizes and per cow production increased. 'The sharp decline in

the number of dairy operations slowed down. Milk production in 1980 set a

record for one year -- 4 percent higher than in 1979.

By January of this year, milk production had significantly exceeded

domestic commercLal needs for the past year and a half, and producers were

geared to go even higher. With more cows and greater output per animal, milk

production rose 3.4 percent in the first seven months of 1981 as compared with

the same period a year ago.

The CCC, which maintains the pricing of milk at support level by buy-

ing butter, cheese, and nonfat dry milk, was forced to increase its already

heavy purchases. Butter purchases jumped 205 percent last year to about 260

million pounds. The CCC bought more butter in the first six months of this year

than in all of 1980. By the end of June, CCC owned about 430 million pounds

of uncommitted butter stocks, and the Department estimated that these stocks

would increase to more thdn 500 million pounds by October 1.

The cost of dairy support activity is not insignificant. The value of

the 430 million pounds of butter represented an outlay of more than $605 mil-

lion. The annual storage bill for that much butter is about $15 million.

Estimated annual interest charges on CCC borrowings to acquire and store this

quantity of butter total apfroximately $90 million.

So, early this year - as a long-term remedy - the Adaministration proposed

to the Congress that the 1981 farm bill provide for dairy supports at a more

realistic level. But for immediate amelioration of the crisis, the CCC, on

August 5, agreed to sell 100,000 metric tons of its uncommitted butter stocks

to the New Zealand Dairy Board for $155 million. That is 220 million pounds

of butter at about 70 cents a pound, delivered at warehouse.

91-M8 0-82-4



44

We had taken the New Zealand route only after surveying all the options.

CCC policy precludes the sale of butter domestically at less than 110 per-

cent of the purchase price. In any event, undercutting the wholesale domestic

price of butter would disrupt rather than promote market stability, which is a

principal objective of the support program. Further, it would only result in

CCC acquiring an equivalent quantity under the support program. Domestic do-

nation programs, including school lunches, use only about 110 to.155 million

pounds a year. Therefore, we turned to the foreign market.

Because the U.S. support price is 40 cents or more over the world price

for butter, any sale into the world market would have to be at a price less

than the CCC's acquisition price, and, therefore, would be at a subsidized

price. But to unload 220 million pounds of subsidized butter on the market

would have negated years of hard, educational negotictions aimed at reducing

the subsidies and trade barriers employed by our trading partners. Under the

General Agreement on Tariffs and Trade (GATT), the United States is obligated

to report any subsidy it grants and any subsidized sale it makes must not

result in the United States having more than an equitable share in world market

trade for that subsidized product.

The sale to the New Zealand Dairy board was made in part because it was

likely to pre-empt any GATT complaints that we were shipping subsidized

products into traditional markets. Also, the Dairy Board, one of the lead-

ing world traders of butter and butter oil, has the expertise and the incentive

to manage the movement of this butter into international markets in a non-

disruptive way. EC butter stocks were at their lowest level in several years,

and in June were one-half of year-earlier levels. We felt that 220 million

pounds of subsidized butter sold in this way would not displace exports from

another GATT member in 1981 and could be defended as not violating our GATT

obligations.
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Another problem we faced in our butter sale into foreign markets

included the fact that U.S. butter contains salt and has a minimum butter-

fat content below that required by foreign buyers. Finally, we did not

want to sell butter to the Soviet Union because we did not want to send -

a signal that might be misinterpreted during a tense period in foreign

relations.

So the sale to New Zealand offered the best solution to these

problems.

First, we were able to dispose of half of our inventory of butter

including our older stocks, in one stroke. Second, we would not dis-

rupt domestic or foreign markets and finally, the Board gave its

assurance that it would not sell the butter to the Soviet Union.

Now, let am turn to the questions asked by Chairman in his letter

of October 28.

1. The butter sale to Few Zealand was concluded under legal authorities

for the disposition of commodities in the CCC inventory, which are found in

Section 407 of the Agricultural Act of 1949, as amended, and in Section 4

and 5 of the CCC Charter Act, as amended.

Aside from the sale tt New Zealand, CCC has made three other sales out

of CCC stocks in the past three years, all in 1981 to Poland. The first sale

was for 66 million pounds of butter in April. Catholic Relief Services bought

about 7 million pounds of butter in August for shipment to Poland, and$ on

October 28, Poland purchased 22 million pounds of butter, 22 million pounds

of nonfat dry milk, and nearly 18 million pounds of processed cheese.

2. CCC sold to the New Zealand Dairy Board 220 million pounds (10 percent

more or less at the buyer's option) of up to 40-month-old butter at 70.3

cents per pound ($1,550 per metric ton) delivered at warehouse. The con-

tract contemplated conversion of the butrer into butter oil and a price
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adjustment was to be made if the butter was sold as butter. There was also a

provision for equitable adjustment of the price in the event of a major change

in international market price during the period of the agreement. The Dairy

Board is required to take such precautions as are necessary to prevent reentry

of the butter into the United bcates. The Board agrees not to sell the butter

to the USSR. Except for official aid or for restricted welfare uses, CCC agrees

not to sell for export any butter until July 1982, unless approved by the

New Zealand Dairy Board.

It is difficult to make any comparision between the terms of this con-

tract and contracts with other buyers or other commodities under these

authorities because of the magnitude of this sale and, as I have indicated in

my testimony, sale of dairy products present particularly difficult problems

for the United States.

In setting the sales price, the Jetowing assumptions were made with

relation to the costs of ocean transportation: freight charges from U.S.

ports to Antwerp, $160/MT; stowage and port costs at the port of exportation,

$60/HT; inland freight charges from the warehouse to the port, $70/MT. Al-

though only a small amount has been shipped thus far, we still feel our

assumptions are correct.

3. The New Zealand Dairy Board is a producer cooperative controlled

and operated by dairymen. Its principal function is to organize the export-

ation of manufactured dairy products. Policy is set by 11 members elected

by the dairy industry and two members appointed by the Government of New

Zealand. Although the Board is established by act of Parliament and has

statutory authority to market all of New Zealand's dairy exports, it is an

independent entity. Proceeds from export sales are returned to New Zealand

dairymen through the dairy manufacturing cooperative.
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4. As of October 31, 8,368 metric tons (18.5 million pounds) of butter

had been shipped from deliveries made by CCC against the contracts with che

NZDB. Of this total, 5,786 tons had been shipped to New Zealand on vessels

operated by the Atlantic-Now Zealand Conference, with 2,033 tons being carried

by one U.S. flag line in the Conference. The balance of 2,582 tons was shipped

to Europe from Great Lakes ports, where the only suitable carriers are non-

U.S. flag. All shipments, save for 36 metric tons shipped in September, were

made during October.

Last week (Wo41vember 2), the NZDB issued the following statement pertain-

Ing to shipping arrangements for this butter sale: "The New Zealand Dairy

board is a party to the Shipping Conference for trade between North America

and New Zealand. This Conference includes a U.S. flag line operator. Noting

the Interest of the U.S.A. authorities In having maximum shipments of U.S.A.

-products in U.S.A. vessels (and the New Zealand Dairy Board sharing the ob-

jectives of developing mutual trade and interests), the Board will make every

endeavor compatible with its manufacturing program and arrival requirements to

meet the wishes of U.S.A.-authorities in this matter.

S. USDA concluded that cargo-preference need not be imposed in the

sale in question because the Cargo Preference Act (Public Law 664, 83rd

Congress) applies only to concessional sales and not to commercial transactions.

In general, a commercial saie is a sal made under the best terms and conditions

obtainable. It was our determination that the sale to the New Zealand Dairy Board

represented the best terms and conditions obtainable under the circumstances.

The sale was not a concessional transaction, nor was it made to assist the

economy of New Zealand. It is our view, therefore, that Public Law 664 does

not apply. It is also our position that Public Resolution 17 does not apply.

Deputy Secretary Lyn& sent a copy to Chairman Jones on October 8 of an opinion

of the USDA General Counsel indicating that both Public Law 664 and Public

Resolution 17 did not apply to this New Zealand butter sale.
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Although there is no legal requirement that the butter be shipped on U.S.

flag vessels, we support the Administration's cowlitment to the U.S. merchant

fleet, end therefore we sought arrangements under which the Dairy Board would

give equal access to U.S. vessels for shipment under this sale.

6. There are 199 million pounds of uncommitted butter currently in stor-

age under USDA control, 548 million pounds of cheese, and 828 million pounds

of non-fat dry milk - all 1980 and 1981 production. Storage costs for one

year are $7.2 million for tne butter, $16.2 million for cheese, and $7.7 mil-

lion for FDH, or an annual total of $31.6 million. Annual interest charges

total $277, million.

All dairy products are perishable. The dairy industry does not store

products for more than six months to one year, but CCC has kept HFDM and

butter up to three years without serious deterioration. Cheese, vhich is

more perishable, is subject to mold, and some mold is developing in the

cheese inventory. The maximum length of storage for cheese is not known.

The CCC presently has an uncommitted inventory of wheat, corn, oats,

barley, rye, grain sorghum, cotton, and refined sugar. The grain inventory

under USDA control currently totals about 247 million bushels, on which the

annual storage cost is about $74 million. There would be substantial interest

costs for these stored comsodities. Properly managed, top grades of grain can

be stored for years. CCC is authorized to sell most grains only at or above

specified minimum prices, except for purposes of rotating stocks and in-

ventory management. At the present time, market prices for these grains

are approximately $1.00 par bushel below those statutory minimum levels.

Thank you. We shall be pleased to answer any questions you may have

at this time.

- I
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Mr. SmrrH. Mr. Chairman, I won't get into a lot of detail on why
we made this sale to New Zealand. There was a hearing held by
the Agriculture Committee in which we went into quite a bit of
detail on that.

Basically, the problem is that we have seen a rapid accumulation
of dairy stocks held by the Federal Government. This had reached
the level of almost 500 million pounds of butter back last spring.

At that time we had to take a look at what to do about this prob-
lem. One of the first things we did was look at what we could do
domestically.

The conclusion was that there are very limited avenues for sell-
ing that butter domestically. If we did that, it would tend to under-

Ymme-the price support program; you would be selling it on one side
and have to be buying it on the other.

We look to the international market, and I think there are two
aspects of the sale that have to be considered.

The first one is foreign policy considerations, and the second one
is the trade policy obligations that we have.

Speaking first to the latter, we have traditionally and particular-
ly in agriculture been opposed to other countries using export sub-
sidies as a means of gaining increased share of their markets over-
seas;

I might mention particularly the European Economic Communi-
ty which is a major agricultural exporter and one that has been
exporting large quanitites of agricultural commodities using subsi-
dies. We have Wien a rather vigorous stand against this practice.

It would have been very difficult for us to maintain any credibil-
ity if we just turned around and started selling dairy products on
the world market at subsidized prices, without taking that into con-
sideration.

One of the key problem areas we would have to face was New
Zealand, which is a major dairy exporter and exports at world
prices.

In addition, on the foreign policy side, there are two aspects to
that. The one that was of considerable concern was that if we put
this butter up for sale, there is probably a good possibility that
most of it or a good part of it would have ended up in the Soviet
Union.

Based on the letters that I am getting, out of every 10 we get 9
from consumers in the United States asking why should the Sovi-
ets be able to buy butter in the United States at 70 cents and we
can't buy it for less than $2. It is a very serious issue, and one that
concerns many consumers in this country. . .

The other aspect of it was the whole issue of subsidized sales to
the Soviet Union, and the administration made the decision at that
time that we didn't want such sales to the Soviet Union, and we
are bound by that decision.

In the course of all these deliberations, New Zealand and the
other exporters made their views rather clear to us. There is a long
list of me sqes and communiques that we have gotten. They were
all submitted for the record at the Agriculture Committee hearing,
and they basically indicated that if we went forward and indi-
criminately sold this butter at subsidized prices on the world
market, they would take us to the GATT.
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That would have been the first case to be brought up under the
Subsidies Code against the United States and it would not have
been in our interest to be brought before the signatories under the
Subsidies Code and lose such a case-a case of subsidized exports of
butter.

So the -New Zealand dairy board came forward- and made the
suggestion that they would be interested, in buying the butter,
mainly because their foreign exchange is so heavily dependent on
exports of dairy products. Their analysis was that if they could buy
the butter and resell it, they would control the marketing of it, and
in this way there would be a minimum disruption of world prices.
They calculated that if the butter were sold indiscriminately on the
world market that the reduction in world prices would have had a
major effect on their balance of payments. This was really the mo-
tivating factor behind New Zealand coming and asking us.

We were interested because this resolved one of our major prob-
lems which was the trade policy side of it.

Concerning the foreign policy side, the New Zealanders also
made the commitment that they wouldn't sell the butter to the
Soviet Union and that would satisfy the foreign policy considera-
tion.

We proceeded and negotiated the sale with them. There are a
couple of points that may be causing some problems in interpreting
the cargo preference aspect of it.

We maintain, and we submitted tothe record in the Agriculture
Committee that that butter was sold at world prices. Many are
quoting a $T05 price and comparing it to the 70 cent price at
which we sold the butter to New Zealand.

What is not mentioned in this is that we sold old butter, salted
butter, lower butter fat content butter, and also sold it at ware-
houses here in the United States. The $1.05 is for unsalted, new
butter, higher butter fat content at European ports.

So when you take the $1.05 and subtract the transportation, you
correct for the fact that it has lower butter fat content, plus the
fact that in order to sell a good part of it, it is going to have to be
converted to butter oil to get the salt out of it, plus the fact that it
was sold at warehouses here in the United States, the prices are
very comparable.

The contention is made at times,. if we sold this directly to the
Soviet Union -we- might have gotten a better price for it. Nobody
knows that. That is pure speculation.

We had 200 million pounds of butter that we sold. There has
never been a sale that size, and for someone to sit here and tell me,
sitting down one on one with the Soviets, with them the only
buyer, that we could have gotten a better price, is sheer specula-
tion.

I don't think anybody can know for certain that that is the case.
Mr. SMITH. As far as we are concerned, what we got was the

world price and very close to it. We made a sale in which we were
able to take care of our foreign policy problems plus our trade
policy problems and the latter are of major magnitude.

Concerning the 180-day payment that was part of the deal that
we struck with New Zealand, New Zealand has not sold that
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butter. New Zealand offered to take that butter without having a
home for it. They are going to have to sell the butter somewhere.

Also, consider the fact they are going to take part of that butter
to New Zealand and another part to Europe, they are going to have
tolhave it reprocessed into butter oil, plus they are going to have to
sell the butter. This is going to take quit a bit of time before they
are going to get paid.

We negotiated as part of the contract price that they won't pay
us until there was a reasonable period when they are going to get
paid. In some cases they may get paid earlier, in some cases later,
but we felt this was a reasonable deal. If we hadn't negotiated that
in there, we would have had to negotiate a lower price. This was
all part of the price package.

I might add that as a result of the concerns, and legitimate con-
cerns of this committee and of the Maritime Administration, we
did ask the New Zealanders to take into consideration the U.S.
shipping lines. We wrote them a letter which we would be glad to
submit for the record, in which we so specified, we had quite a few
conversations with them. They have replied and it is in writing
that they will do their best to use U.S. shipping lines based on the
competitive situation, and so forth.

I think the figures indicate they have already shipped about 40
percent of the butter on U.S. lines. And we would expect that to
continue. We certainly in no way want to be in violation or willful-
ly violate the Cargo Preference Act. We understand that is a legal
obligation on our part. We have scrupulously enforced it in the
case of Public Law 480. As a matter of fact, for the record we have
the reports that the Maritime Administration submit to the Con-
gress every year in which they so state that we have followed it to
the letter of the law.

I think we have an honest difference of opinion here. We consid-
er this a commercial sale; we sold this butter at commercial prices.
As a result of that, I think in the testimony that preceded me it
was indicated that a commercial sale, even if it is government-to-
government, does not require cargo preference. So I think this is
really where the issue centers, and our contention is that it was a
commercial sale and we approached it on that basis.

With those remarks, Mr. Chairman, I would be glad to answer
any questions that the committee may have.

The CHAIRMAN. Mr. Smith, if it is not too inconvenient, the com-
mittee would appreciate you supplying a copy of the letter from
your Department to New Zealand regarding the use of American
vessels.

Mr. SMITH. We will be pleased to do that, Mr. Chairman.
The CHAIRMAN. Thank you, sir.
As you know, in his letter of September 8, 1981 to this commit-

tee, Deputy Secretary of Agriculture Richard Lyng indicated that
cargo preference did not apply to the butter sale to New Zealand
because the sale was not concessional and that cargo preference ap-
plied only to concessional sales. Is this still the Agriculture Depart-
ment's position?

I take it the Department has changed that position to some
degree, is that right, sir?

Mr. SMmTH. No.
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My understanding-I will ask Mr. Hinchman to elaborate on it-
is that the Department still considers that in commerical sales
made out of the CCC, cargo preference does not apply. In the case
of concessional sales, for example Public Law 480 sales, it clearly
does and we intend to enforce that.

Mr. Hinchman?
Mr. HNCHMAN. Mr. Chairman, may I-
The CHAIRMAN. You are recognized.
Mr. HiNcHMAN. Thank you, sir.
I think the fundamental issue which separates the committee

staff from the Department with respect to the interpretation of the
cargo preference laws as they apply to the New Zealand butter sale
go to the proper interpretation of the Attorney General and other
Justice Department opinions, which are for us at least-the binding
basis for interpretation of the-statute.

As counsel to the committee has ably and effectively explained,
the staff used those opinions as relating only to cases in which the
Department extends credit to domestic exporters and takes the
view that in those cases in which that domestic export credit is
passed through on a concessional basis to the importing nation that
cargo preferencelapplies, but that _where it is not, where the domes-
tic exporter sells at the best terms available, that is makes a com-
mercial sale, the cargo preference does not apply.

The-Department respectfully disagrees. We believe that the At-
torney General's opinions draw a distinction even with respect to
credit between concessional and nonconcessional sales, and that
the opinions, taken as a whole, mean that cargo p reference does
not apply in cases even involving the extension of credit by- the
United States where the package, the sale taken as a whole is com-
mercial.

We are driven to that conclusion in part by the practicalities of
the marketplace. In the case of our sale to New Zealand, the delay
in payment was an essential part of the transaction and cannot be
separated from the price.

From the perspective of the New Zealand Dairy Board, the other
two factors taken together determine what is the price they were
prepared to pay for the butter. I, of course, cannot know what
other transactions the New Zealand Dairy Board would have been
prepared to make, but arguably it would have paid less if it had to
pa earlier, and perhaps more if it could have paid later.We understand the 180-da delay simply to be an integral part of
what was, for us, a businesslike transaction, an effort to sell a sub-
stantial amount of butter under difficult circumstances at the best
price available

I would finally say that this disagreement fith the committee is
an honest one, it is our honest effoct to understand as best we can
what the Attorney General requires of us with respect to the ad-
ministration of the Cargo erence Act. To the extent we can be
better educated as to Congress intentions in that regard, the De-
partment is always of course prepared to carry out its responsibil-
ities as it understands them.

Thank you.
The CHuum. Thank you. I have nothing but the highest re-

spect for your Attorney General staff. But I suggest, sir, youalso
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might pay some attention to the intent of Congress when we writelegislation.
Mr-HINCHiAN. Yes, sir.
The CHAIRMAN. I would remind you here that our staff I thought

pointed out vividly this afternoon that the application of cargo
preference, specifically Public Law 83-664, applies not only to
concessional sales but also in cases with-respect to the United
States extending credit to a foreign nation, regardless of the cir-
cumstances.

Mr. Smith, let me say you did a pretty good job defending the
whole butter transaction. I haven't heard too much criticism. It
probably hasn't'reached the public yet.

Our concern this afternoon is the American maritime. If you can
-- comply with the law of 50 percent, the chairman would be very

grateful and I am sure the committee would. But getting back to
your attorney, do you question the credit factor of that part of the
statute? Isn't that plain, where you extended credit, if you extend
credit for 6 months with no interest, when the interest rates in this
country are 18, 19 percent for the average person?,

I am not questioning the sale, I am just questioning the line
where you extend credit.

Mr. HINCHMAN. Yes, sir, Mr. Chairman. The Department be-
lieves that, even with respect to cases in which the U.S. Govern-
ment's involvement is in the extension of credit, that if there is not
a concessional element to the transaction the cargo preference does
not apply. It is on that point that we disagree with the staff of the
committee for the reasons I have tried to explain.

I will only say-
The CHAIRMAN. Excuse me.
Mr. HINCHMAN. No, excuse me, sir.
The CHAIRMAN. I didn't mean to interrupt you.

.. Mr. HINCHMAN. I am sorry, sir; please go ahead.
The CHAIMAN. Well, the thing that I think we are hanging our

hat on here is your, the Department's sole attention and emphasis
is on the concessional sales. But there are four categories of the
Cargo Preference Act. One is equally as important as the other.

That is where your Department and this committee differ a great
deal. We feel you have to look at the total context of the four sec-
tions of the Cargo Preference Act and, if any one of those sections
applies, then the Cargo Preference Act will have to come into
effect.

Mr. Sunia?
Mr. SUNIA. I have no questions at this time.
The CHIRMAN. Mr. Oberstar?
Mr. OBnmSAR. Thank you, Mr. Chairman.
I listened with great interest to the Secretary's defense of the ad-

ministration sale, as for a matter often cited of not sending the
right signal or wanting not to send the wrong signal to the Soviet
Union. Hardly a few days later the United States was selling 15
million tons of wheat to the Soviet Union directly, not indirectly
through some -other part.

I applaud the sale. I think that is great. I think President
Reagan as candidate campaigned on the right platform. Just call-
up the State Department to find out who is running things, you get



54

Mr. Haig saying "I am in charge." That puts you in a very difficult
position. -

I am not asking you to get another quarrel from Mr. Haig, he
seems to have enough of his own problems as it is deciding who is
in charge. But this dairy country, it sure rankles the wrong way
with dairy farmers, as you must well be aware.

But it is true that even before selling to the New Zealand Dairy
Board that the Department of Agriculture rejected an offer from a
U.S. firm of 87 cents a pound for the same butter, is it not?

Mr. SMITH. Would you like me to comment on those points?
Mr. OBERSTAR. Fine, go right ahead.
Mr. SMITH. I think you have to make one distinction between

butter and wheat; butter is subsidized, wheat is not subsidized.
That is a major issue, one that I indicated--

Mr. OBERSTAR. Not from the standpoint of foreign policy, it
makes no difference what signal you are sending to the Soviet
Union, sell them grain or sell them butter, we are still selling to
them. I think it is great, I think we should. I am for selling them
anything they can't shoot back.

Mr. SMITH. I agree with that.
Mr. OBERSTAR. But then in negotiating the arrangement, why did

the Department take the position that you shouldn't defend-look
out for the interests of the American merchant marine?

Did it ever occur to anybody, was it ever discussed at any level of
the negotiations, let's cut all this stuff aside of the law, which is
clear, precise, specific, the history, the interpretations, the commit-
tee report that accompanied the act, cut that all aside, the Depart-
ment is there as the agent of the U.S. Government representing all
the interests.

Did it ever occur to anybody to say hey, there are American
ships that ought to be carrying this cargo, we ought to make sure
some of that moves on American ships?

Mr. SMIH. The answer to the question is yes, it was considered
and discussed in quite a bit of detail. We could have done that, we
would have had to sell it at a lower price. And our responsibili-
ty-

Mr. OBRSAR. Why?
Mr. SMrrH. If you are going to require the New Zealanders to tell

them what kind of ships they would ship it on.
Mr. OBERSTM-R. Did they say they would require a lower price?
Mr. SMIH. Sure they did, if we put that requirement on them.
Mr. OBERSTAR. Did they say that in the negotiations?
Mr. SMrrH. Sure, when we were discussing it with them. Obvious-

ly our objective and our responsibility as we viewed it is to protect
the assets of the corporation.

Mr. OBERSTAR. Why would it have to be sold at a lower price if
shipped in American ships?,

Mr. SMrH. Because of the higher cost of shipping.
Mr. OBERSTAR. How much higher, how much difference?
Mr. SmTH. It depends on where it is going. To New Zealand the

conference rates are pretty much comparable but for the stuff that
is going to Europe there is a big difference.

Mr. OBERSTAR. For that amount-of cargo moving on Farrell
Lines,,are you having to reduce the price?
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Mr. SMrim. No, stuff going to New Zealand, it is going in confer-
ence, it is about the same rates.

Mr. OBEJWrAR. So then it seems to me there was no justification
for the position.

Mr. SMIH. But half of the butter is going to Europe and that is a
different story. If we had required that amount to go on U.S. bot-
toms, there would have been a significant difference in cost.

Mr. OBERSTAR. It seems to me that the cause of American mer-
chant marine was not vigorously argued.

Mr. SMm=. Well, that is correct.
If the Congress or whoever wants to make it the policy that it is

the role of the Commodity Credit Corporation to, in essence, pro-
vide subsidies for the exports of agricultural commodities, provide
subsidies to the merchant marine, that is a decision that can be
made. Our interpretation of the law is that it doesn't apply, our re-
sponsibility is to protect the assets of the Corporation. It seems to
me it is our responsibility to get the best deal we can for the CCC.

Mr. OBEw rAR. Was your reason that the cargo preference law
did not apply related to the statement you just made that there
were representations by the New Zealand Dairy Board that it
would cost more?

Mr. SMrmH. No, that this was a commercial sale and under the
statutes it doesn't apply. It is that simple.

Mr. OBERSTAR. Well, it clearly, according to the review that we
have had, the conditions of the sale, and despite the stateirhent you
made earlier, it was speculative whether the Soviets would have
bought at $1.05 a pound, the fact that was the world price at the
time.

Mr. SmiTH. That is not correct, Congressman.
Mr. OBERSTAR. I recognize the caveats you have put on about the

character of the butter. But the fact is that this was sold at a very
advantageous price for New Zealand, and if it wasn't they wouldn t
have bought it.

Mr. SMITH. Congressman, I totally disagree, and we will provide
for the record if you like, we have gone through the calculations in
detail. And when you convert the $1.05 price at European ports,
that is for 82 percent butter fat, new butter, we sold old butter
with salt in it, 80 percent butter fat at the warehouse here in the
United States, when you work that all back through the system
you come out to the price very close to the 70 cents.

And the reason New Zealand bought the butter was simply they
did not want us to sell it on the market indiscriminately. They felt
if they bought the butter, they would have control of marketing it,
which makes sense, and they were willing to pay the world price
for it and they di-

Mr. OBmwmTI. At any time during any of these negotiations did
anyone from the State Department consult with the Maritime Ad-
ministration and-ask them their opinion on the sale?

Mr. SMrrH. Sure, there were discussions on it throughout the dis-
cussions of the sale; as a matter of fact, on this disagreement of
whether it was a commercial sale or not, whether it applied or not.

Mr. OBEJSTAR. Did the Maritime Administration state in their
opinion this would have to comply with the Cargo Preference Act?
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Mr. SMrrH. Yes, from the beginning they have indicated in their
opinion that cargo preference should be applied.

Mr. OBERSTAR. And USDA rejected that?
Mr. SMITH. We disagreed, that is correct.
Mr. OBERSTAR. But why do you consider this to be a commercial

transaction?
Mr. SMITH. We sold it at the world price and it was sold under

commercial terms. Why wouldn't it be considered a commercial
transaction?

Mr. OBERSTAR. For the many reasons that have already been dis-
cussed, but obviously the Department rejects those views.

Mr. SmH. That is correct.
Mr. OBEwrAR. And insists that it was purely a commercial trans-

action?
Mr. SMIH. That is correct.
Mr. OBESTAR. Despite other factors to the contrary.
Well, I am sorry that we disagree and apparently we can't per-

suade the Department of another viewpoint
Mr. SMrrH. I might add that the Admiral indicated we certainly

want to work with the Maritime Administration, we will be
making sure in any transactions we have that they understand
what is happening, and it seems to me this has to be thoroughly
discussed in the future. But our position, unless there is some legal
opinions to the contrary, is that in the case of commercial sales out
of the Commodity Credit Corporation, cargo preference does notapply.This does not mean that requirements can't be made for quanti-

ties to be shipped on U.S. ships, but we are just saying that the
cargo preference doesn't apply.

Mr. OBEmrAR. I would certainly'be interested and I am sure the
committee would like to have for the record the documentation you
referred to supporting the contention that New Zealand would
have insisted on a lower price had we insisted on the application of
the Cargo Preference Act.

Mr. SMITH. We would be pleased to.
Mr. OBmZSAR. I think that would be something very important

for us to review.
What is the routine procedure for the Department in considering

application of Cargo Preference Act on other commodity sales?
Mr. SMITH. We have a staff that is aware of the cargo preference

requirements.
We also consult with our general counsel on all these sales.
Mr. OBERWTAR. Are they routinely reviewed?
Mr. SmH. Yes, within the Department they are routinely re-

viewed to make a determination as to whether we feel cargo prefer-
ence is applied.

I might ask Mr. Shaughnessy to elaborate since he is the one di-
rectly involved for that.

Mr. OBERSTAR. I would be happy to hear him.
Mr. SHAUGHNESSY. Congressman, under our Public Law 480 pro-

gram, we do administer cargo preference requirements, and insure
that offerings are made to U.S.-flag vessels on every tender that is
issued. And we have a full-time staff that is involved in trying to
assure that U.S.-flag vessels do receive a proper share of the cargo.



57

In the course of these procedures, we work almost daily with the
liaison staff in the Maritime Administration, whenever a question-
able issue comes up as to whether a vessel should be selected, ques-
tion concerning a rate, we are in close contact with the Maritime
Administration.

And as Mr. Smith pointed out, the Maritime Administration has
never found it necessary in its report to the Congress and to the
President to find the Department in noncompliance with cargo
preference.

Mr. OBERSTAR. Is the same consideration given in determining
the commercial or noncommercial status of a sale, as was given in
the New Zealand butter sale?

Mr. SHAUGHNE88Y. Well, I was speaking principally to the admin-
istration view--

Mr. OBERSTAR. What standards are applied in making those de-
terminations, whether a particular sale complies or is eligible for
the coverage of the Cargo Preference Act?

Mr. SHAUGHNESY. I think perhaps Mr. Hinchman can elaborate
more on that.

Primarily, as Mr. Smith pointed out, where it is a commercial
sale it is our view that the cargo preference does not apply.

Mr. OBERSTAR. We have not heard any complaint about any
other sale but there has never been one like the New Zealand sale
either.

Mr. SHAUGHNESY. Yes.
Mr. OBERSTAR. Would the gentleman respond further?
Mr. HINCHMAN. Yes, sir.
I think Mr. Shaughnessy has accurately stated the views of the

Department on this question. It once again returns to the point
where I began, that we understand the Attorney General's and the
Justice Department's opinions to require us to take the view that
cargo preference applies only in those cases in which there is a
concessional element in the transaction.

Mr. OBEJSTAR. Then the Department has a rather unusual deter-
mination or interpretation of concessional from time to time.

Mr. HINCHMAN. I hope it is an interpretation which is within the
statute, sir.

Mr. OBERSTAR. Let's say it is an interpretation which happens to
fit the policy.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Mr. Oberstar.
The Chair is going to recognize counsel for a few brief questions

at this point in time, as it relates to the legal interpretations.
Mr. WELCH. Thank you, Mr. Chairman.
Mr. Smith, you indicated that during the negotiations for the

contract that you were in touch with the Maritime Administration
and they indicated their belief cargo preference applied and you in-
dicated your belief that the statute was not applicable. Did any-
body consult with the Attorney General as to what his belief was
on this particular case?

Mr. SMITH. No, the answer is no.
Mr. WELCH. Is it fair to summarize the disagreement between

our committee staff and your general counsel as your general coun-
sel maintains that the cargo preference statute applies only when
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the sale is concessional while we assert that if any one of four cate-
gories applies, cargo preference is required? Is that a fair assess-
ment of the disagreement?

Mr. SMrm. Yes.
Mr. WELCH. Does your general counsel have any reaction to the

language in the 1954 House report on the Cargo Preference Act
that specifically sets out four categories where cargo preference ap-
plies, rather than just one category?

Mr. SMiTH. I will ask him to answer that since he is sitting here.
Mr. HINCHMAN. We are of course aware of the language of the

House report.
As I had indicated earlier, at least for the Department, within

the executive branch it must look to the Justice Department and
the Attorney General as the principal source of interpretation of
this provision. We believe that the Attorney General's opinion in
1963, and the subsequent opinion of the Assistant Attorney Gener-
al for legal counsel in 1965, are fairly clear on this point.

We understatnd that the committee staff takes a different view. I
do not know that there is any purpose to be served by my going
into lengthy quotations from those opinions which are the basis of
our view. I would only say briefly that the committee draws a dis-
tinction between credit that is extended to domestic exporters, and
credit extended to importing nations or governments.

We read the opinions as distinguishing between credit which re-
sults in a concessional transaction to the importing nation and
credit which does not.

Mr. WELCH. The interpretation of the Attorney General's opin-
ions aside, wouldn't you agree in attempting to determine what a
statute means and whether it applies to a particular case the first
place to look for is the language of the statute itself?.

Mr. HINCHMAN. Yes, sir, of course. However, the Carko Prefer-
ence Act is a complex statute and I think we would all agree that
we have to move beyond that, at least with respect to some of its
provisions. Certainly the first provision, which refers to the provi-
sion of commodities without compensation, has been interpreted to
mean in any case in which there is any concessional element or
provision of the commodity.

Mr. WELCH. Would you agree, following the statute, the next
source to interpret the law is the committee reports and state-
ments of those who wrote the law, and the congressional debates?

Mr. HINCHMAN. I would agree that for one who approaches the
question of statutory interpretation in the first instance, that is
correct, and of course the Attorney General's opinion does that.

Mr. WELCH. Do you agree that the Agriculture Department's gen-
eral counsel in his memorandum and Secretary Lyng's letter to the
chairman failed to discuss either one of these sources in rendering
the opinion on the application of cargo preference?

Mr. HINCHMAN. It is true that the general counsel's opinion prin-
cipally discusses the opinions of the Justice Department, which in
turn are an analysis of that history and the language of the stat-
ute.

Mr. WELCH. Do you agree that the Attorney General's opinions
upon which the general counsel relies addresses the situations
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where credit was extended to private domestic exporters rather
than directly to'a foreign nation.

Mr. HINCHMAN. The specific fact situations that were before the
Justice Department in the 1963 and 1965 opinions did involve that
kind of situation, yes, sir.

Mr. WELCH. But do you or do you not consider this a significant
distinction from the present case?

Mr. HIN-CHMAN. It is obviously a factual difference. Whether it is
the distinction upon which a different result turns is what divides
US.

Mr. WELCH. If you don't consider the distinction important, then
how do you explain the 1957 Attorney General opinion where the
conclusion that cargo preference doesn't apply rests very heavily
on the fact that credit was not extended to a foreign- nation.

Mr. HINCHMAN. I think the subsequent Justice Department opin-
ions explain the evolution of the Justice Department's interpreta-
tion of the statute beyond that position.

Mr. WELCH. Well, I won't belabor the legal point because obvi-
ously it is a question of legal interpretation but your general coun-
sel is readin the sum of all the Attorney General's statements in
one way an I think the committee is reading it perhaps in a dif-
ferent way.

Mr. HINCHMAN. Yes, sir. And I wish to reiterate what I said at
the beginning, it is an honest difference. We do not mean to sug-
gest that the question is beyond all doubt. It is a difficult issue.

Mr. WELCH. Lawyers do disagree occasionally.
Mr. HINCHMAN. Yes, sir. -
Mr. WELCH. Mr. Smith, we note that the contract contains a spe-

cial term which states that CCC will not export any butter until
July 1982 without prior approval of the New Zealand Dairy Board.
What was the reason for including this term, which gives the board
somewhat of a veto pow- over CCC butter sales for approximately
a year.

Mr. SMrrH. Well, the 100,000 metric-ton sale was the largest sale
in history, about 18 to 15 percent of the world butter traded in any
1 year. I think it would have been very foolish on the partof New
Zealand had they agreed to purchase this butter which they did
without a market for it; in other words, they are going to have to
sell it during the course of the year and we turn around and start
competing for the same markets with them with more surplus
butter.

The only way in the world they were going to take on that re-
sponsibility of moving that quantity of butter in the world markets
was-to be assured we wouldn't be competing with them-turning
tight around and competing with them.

I might add that I am kind of curious about-the fact that was
stated, I guess some of our dairy industry is concerned about this. I
might add there has been no ibutter- exported from the United
States 10 years prior to this. This was the first sale made out of
GoVernment stocks for a 10-year period. It is kind of hard for me to
understand why we consider this a problem at this point.

Mr. W=xc. So New Zealand felt like it-was important to insert
this provision in the contract to prevent the disruption of their
normal export butter markets?

97-,2 0-82-5
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Mr. SMIH. Not only was it important, it would have been rather
foolish on their part had they committed to buy this quantity of
butter, which they are going to have to market in the next 12
months, and we turn around and compete for the same market.
You have to understand that to accommodate this quantity-of
butter into the world market without seriously disrupting prices is
going to take some very careful marketing.

Mr. WzLcH. In Mr. Lyng's September 8 letter, and in your pre-
pared testimony earlier today, the statement is made that the sale
was not to assist the economy of New Zealand. Isn't the provision
that allows New Zealand to veto our butter sales for a year, doesn't
that in effect protect the New Zealand butter economy? Is that a
protection for a country that relies very heavily on a dairy econo-
my and dairy exports?

Mr. Smi. That is not-the analogy would be like hitting a guy
with a sledge hammer and telling him afterwards it really didn't
hurt. Of course it is protecting him. If we sold 100,000 tons of
butter on the world market, it would have a major effect on world
prices. It would seriously hurt the New Zealand economy; that was
the whole purpose for going through this exercise. Obviously New
Zealand is going to market this in a more orderly fashion and help
protect the world market.

Mr. WELCH. The staff is a little concerned that if we are worried
About the impact on New Zealand's economy, arguably that is a
concessionary feature of the sale.

Mr. SMrrH. Well, in addition to the concern of the impact on New
Zealand's market, our big concern is what this would do to our
trade policy image around the world. It is kind of hard for us to be
taking a very hard stance on the use of export subsidy in the sale
of agricultural commodities, and then turn around and make a sale
of this magnitude without taking into account the world price and
what effect this would have on other exporters.

Mr. WELCH. Certainly that is understandable. But if you concede
this provision is to protect the New Zealand economy, it is arguable
that is a concessional sale in that respect and the cargo preferencelaw would apply..Mr.l S. It waps taken to protect the world butter market, that
involves a lot of countries other than New Zealand plus our own
trade policy interests.

Mr. Ornsa. One of the arguments made by the Department of
Agriculture in negotiating with New Zealand and the New Zealand
Dairy Board is that they are experienced in the -international-
market. They certainly proved it. And as for concern about the
world market, clearly that provision which gives the New Zealand
Dairy Board in effect a veto, which they have three times exercised
since over U.S. sales, was in their own interest clearly to protect
their own interests.

And I applaud them, I think they are very smart negotiators.
They got themselves a sharp deal, And to that extent I think it
cannot be argued that the sale was an other tha conce on-
ary, there is no other way to charac.terize it, and in their own In-
terest; I think quite clearly so.

They would have been-they would have been and should have
been faulted if they did-not have such a provision in-there. It was
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clearly to protect New Zealand from having any adverse effect on
sales of their own butter. And that was stated to me in letters from
the New Zealand Embass.

So to that extent, clearly this is a concessionary sale.
Mr. SUNIA. Mr. Chairman?
The CHAIRMAN. Mr. Sunia.
Mr. SUNIA. I wonder if the Department of Agriculture expects a

repetition of this in the future, in a situation where our stock once
more exceeds normal patterns; do we expect to go into another
round of negotiations with New Zealand and have them sort of act
like our world salesman?

Mr. SMrrH; We certainly expect, I do not know if expect is the
word, I would say it is a certainty that our surplus of dairy prod-
ucts is going to be sizable, not only in the case of butter, but also in
the case of cheese and nonfat dry milk. Certainly any time we
make subsidized sales into the world market we are going to have
to take into consideration the effect this would have on world mar-
kets and we are committed, as a responsible trading country, not to
disrupt unduly the world market to subsidize exports. We have to
find ways to accommodate that policy.

I might add, too, that the problem of selling subsidized products
in the world market basically when our own consumers can't get it
at that price is another problem we have to face. I think it is going
to be very difficult to maintain a program where in essence you are
using Government funds to subsidize the production of a product in
order to sell it cheaper to the Soviet Union than our own consum-
ers can get it. I think that is a problem we are going to have to
face in that program.

Mr. SUNIA. My particular. interest here is whether the fact that
we have gone through this exercise of looking into this particular
matter would have a bearing on future activities in this particular
field.

Mr. SmmH. If you are talking to cargo preference, I think we
have been very sensitized to the issue. We will certainly do our
best.

Mr. SUNIA. Thank you.
Mr. SMrrH. There is no question, and I hope we have been able to

convey this, no conviction on our part against cargo preference or
any desire in any way to undercut cargo preference. We approach
the problem from protection of the CCC assets. We have made a
decision and we believe it is supported by legal opinion that cargo
preference does not apply. So in order to protect the assets of the
corporation and get the best deal we can, we don't apply it.Now if we are legally wrong, I can assure you we will review the
statutes on this, we will certainly comply with cargo preference. A
policy decision can be made to use U.S. shipping without cargo
preference applying if that is the desire also. We will certainly be
looking into it.

But I do not want to leave the impression either that if we are
making commercial sales and cargo preference doesn't apply, we
automatically are going to apply it. I think.we are going to have to
discuss this m some detail within the administration. But we cer-
tainly are committed to it.
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As the Admiral indicated, our Under Secretary has promised
him that there will be a dialog on this issue henceforth.

The CHAIRMAN. Mr. Smith, one or two questions.
Appendix A to the staff memorandum is a chart showing past

and present butter shipments under the contract with the New
Zealand Dairy Board. Can you confirm this chart?

If there are discrepancies between shipments shown on the chart
and those you have made, would you please note them?

Mr. SMrrH. Could we do that for the record, Mr. Chairman?
The CHARMAN. That would be fine.
Your statement covers transportation costs to Europe only. What

were your estimated transportation costs to New Zealand in negoti-
ating the contract? And have these estimates proven accurate?

Mr. SMrrH. Could we also provide that for the record, Mr. Chair-
man?

The CHmRAN. Without objection.
In that connection, I also have several questions on the recent

sales to Poland that I would like to submit in writing. Would you
be prepared to respond to those questions for the record?

Mr. SMrrH. Yes.
The CHAIRMAN. Would you be willing, in light of the testimony

'given here today, to reexamine your position on the application of
cargo preference to this butter sale and other similar sales that
have occurred in the past or may come up in the future? And
would you be kind enough to report back to the committee on the
results of your reassessment?

Mr. Shrm!. We will certainly reassess it. We will certainly look
at the legal determinations and we will report to the committee
what our findings are.

The CHAIRMAN. Thank you; Mr. Smith.
I also ask that you notify this committee of all future shipments

of butter under this contract and please let us know the shipment
date, the point from where shipped, destination, amount of butter
involved, carrier and transportation charges; that would give us
some indication of where we are-how successfully we are enforc-
ing Public Law 664.

Mr. SmTH. We will do that.
The CHIRm". Mr. Smith, thank you very much. I feel like we

are not that far apart. I think we can all live together here some-
how or another. I hope this does give you an insight into how this
committee feels.

Granted, very few of them are here today, but I can assure you
the sentiments expressed by the Chair as well as the two or three
members here are most universal with this committee. We do have
a moral obligation to help build up our American merchant
marine.

As I recall, the then candidate for President, Ronald Reagan, on
six or seven occasions throughout the United States emphatically
and candidly said we have to build up our American merchant
marine, it is a disgrace, and so forth. I am not quoting him verba-
tim. Nevertheless, you get the idea. So, let's hold up the President's
hand and help him meet this objective.

Mr. SmrTH. Thank you, Mr. Chairman.
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The CHAIRMAN. Our next witnesses are retired Adm. James L.
Holloway III, president, Council of American-Flag Ship Operators.
Accompanying him is Mr. William F. Toohey, senior vice president,
Farrell Lines, Inc.

You are not bound by the order in which you are introduced.
You may proceed according to your own script.

STATEMENTS OF ADM. JAMES L. HOLLOWAY III, U.S. NAVY (RE-
TIRED), PRESIDENT, COUNCIL OF AMERICAN-FLAG SHIP OPER-
ATORS, ACCOMPANIED BY WILLIAM F. TOOHEY, SENIOR VICE
PRESIDENT, FARRELL LINES, INC., AND ALBERT E. MAY, EX.
ECUTIVE VICE PRESIDENT AND GENERAL COUNSEL

STATEMENT OF ADMIRAL HOLLOWAY
Admiral HOLLOWAY. Thank you, Mr. Chairman.
Mr. Chairman aftp,4-- bers of the committee, I am Adm. James

L. Holloway III. Wit me is Mr. Albert E. May, general counsel for
CASO, on my left, and Mr. William F. Toohey, senior vice presi-
dent of Farrell Lines on my right.

Mr. Chairman, I do have a brief statement which I would like to
present.

The CHIRMAN. You may proceed.
Admiral HOLLOWAY. Thank you, Mr. Chairman.
The Council of American-Flag Ship Operators [CASO] is a nation-

al association which represents the majority of the U.S.-flag liner
companies serving the foreign commerce of the United States. Our
member companies own and operate a modem and diversified fleet
of break bulk, barge carrying, container, and RO/RO vessels. All of
these ships are available under various programs for use by the
United States during times of military emergency.

I am appearing here today on behalf of CASO to underscore our
members unanimous support of a more detailed statement to be
presented by Mr. Toohey. Farrell Lines is the only U.S.-flag liner
company which serves New Zealand and thus it is the company
most directly injured by the Department of Agriculture's decision
that cargo preference laws do not apply to this sale of surplus
butter to New Zealand and others.

Unfortunately, this is not an isolated instance affecting a single
steamship company. The failure to apply our cargo preference stat-
utes is a matter of broad and serious concern toll U.S.-flag liner
operators.

The U.S. Government is the world's largest shipper. Increased
cargo is the single most vital need of our merchant marine. The
national policy of the United States calls for the development of a
merchant fleet capable of carrying a substantial portion, defined by
the Congress as50 percent, of our cargo. In recognition of these
three facts, the Congress passed Public Law 83-664 27 years ago to
require that at least half of U.S. Government-supported cargoes
move on U.S.-flag ships.

In view of our clear national policy regarding the need of a Me-
chant Marine for economic and defense purposes, one would think
that senior officials of our Government would lean over backwards
to move as much of the Government's own cargo on our fleet as
possible. When they use foreign-flag ships to carry Government
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cargo, they not only deny badly needed revenue to U.S. companies
but, even worse, strengthen their foreign competitors.

We find the efforts by American Government officials to avoid
the cargo preference statutes particularly ironic because foreign
maritime nations move virtually 100 percent of their government
cargo on their own flag ships when they are available. This is ac-
complished not always by law but also through patriotism and rec-
ognition of self-interest. Think for a moment and try to imagine a
senior official of the Japanese Government deliberately routing
cargo on anything other than a Japanese ship.

We commend you, Mr. Chairman, and the members of your com-
mittee for holding this oversight hearing. We completely support
your position that cargo preference should have been applied to
this and similar shipments and we trust that you will receive com-
plete cooperation from the Reagan administration in insuring that
in the future at least 50 percent of all Government-supported cargo
moves on U.S.-flag ships.

Thank you, Mr. Chairman.
The CHAIRMAN. The Chair recognizes Mr. Toohey at-this time.

STATEMENT OF WILLIAM F. I)OHEY
Mr. TOOHEY. Thank you, Mr. Chairman.
My name is William F. Toohey. I am senior vice president and a

director of Farrell Lines, and my direct responsibility is the Aus-
tralian/New Zealand Trade (Trade Route 16). I have been in charge
of this service since 1968.

I have a short statement which-I shall read into the record.
The CHAIRMAN. The gentleman is recognized.
Mr- ToOHEY. Farrell Lines is a privately held company which has

been operating ships since 1925, starting in the South African
trade. In 1947 Farrell expanded to West Africa and, in 1965, pur-
chased Trade Route 16, Australia-New Zealand from U.S. Lines.

Farrell originally operated the six C-2 type vessels acquired with
the Australia/New Zealand route. These vessels had a refrigerated
capacity of 500 tons. We later replaced these slow smal[ vessels
with C-4 type ships still with the same limited reefer capacity . In
1969 we added two Racer class vessels purchased from U.S. Lines
which had a reefer capacity of 2,500 tons each. We continued to op-
erate with these two Racers plus two C-4's until 1972 when we took
delivery of our new container vessels for the C-6 class.

The C-6 vessels had a capacity-of 1,070 20-foot equivalent units
or TEU's, of which 370 were refrigerated. We continued to operate
C-6's until 1977 when we jumboized two of them into C-8 s and
built two new C-8 vessels. These C-8's have a capacity of 1708
TEU's, of which some 828 are refrigerated. Therefore, this present-
ly gives us the ability of lifting some 13,500 tons of refrigerated
cargo on each voyage, for example, for about 20 voyages per year.
These vessels have the largest refri rated capacity of any vessels
under the U.S. flag and are among the largest in the world.

We have invested in these four vessels about $150 million net of
construction differential subsidy and in the support equipment of
reefer containers, dry, flats, open tops, tank containers, et cetera,
another $28 million.
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In the 1970's the meat trade from Australia and New Zealand to
the United States accounted for about double the southbound reve-
nue. In other words, the total revenue on the cargo imported from
Australia and New Zealand to the United States amounted to twice
the revenue for cargo shipped from the United States to Australia/
New Zealand. More recentlythe revenues have balanced but the
reefer containers cause considerable imbalance in the trade.

Australia/New Zealand is probably the only trade in the world
where the 20-foot container predominates. This causes great diffi-
culty because shippers in the United States and their truckers do
not like the 20-foot box as it increases their inland costs.

There is virtually no reefer cargo from the United States to Aus-
tralia and New Zealand, and therefore the problem of loading gen-
eral cargo into reefers or carrying reefers southbound empty is ex-
pensive for the line.

Neither Australia nor New Zealand are recipients of U.S. AID
cargo and, with the exception of Export-Import Bank, there is very
little Government-generated cargo available to the lines in the
trade. It is basically a commercial market.

A sale of surplus cargo by the U.S. Department of Agriculture
provides an infrequent opportunity to utilize our equipment south-
bound. Since this butter sale is the first of its kind, we anticipated
it would have been preference cargo.

During the negotiation between USDA and the New Zealand
Dairy Board, there was no opportunity for the lines in the trade to
discuss the shipments or the rates. Repeated attempts to contact
USDA officials were unsuccessful. It was not until the transaction
was signed that we became aware of the fact that the USDA was
bypassing cargo preference.

We could see no reason why the butter, purchased with subsidy
funds, stored for over 3 years at tax payers' expense, sold consider-
ably under the purchase price and the entire transaction being fi-
nanced by U.S. taxpayers should not be shipped exclusively on
U.S.-flag vessels.

We have the vessels necessary, the equipment available, and the
schedule suitable to accomplish the entire movement. The cost of
U.S.-flag service is identical to that of foreign flag on this route.
Yet the USDA insisted that U.S.-flag vessels deserved no special
treatment, and therefore the cargo should be shared with other
flags, and there was no requirement to use any U.S.-flag vessel, if
New Zealand Dairy Board so desired.

I do not want to give any impression that we are against such a
sale. It is probably unique in world trade that a nation such as the
United States has the good sense and good heart not to destroy the
world market of another country by dumping surplus commodities
such as this butter.

The major portion of this butter will move to New Zealand for
processing into butter oil. Some 40 percent will probably go to
Euro -or processing. There is plenty of U.S.-flag service to
Europe at exactly the rates requested by the New Zealand Dairy
Board, to cater for whatever tonnage they choose to move to that
area.

We trust that the committee will decide that Cargo Preference
Laws prevail in this and similar transactions in the future. Every
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country in the world supports their merchant marine. It is incon-
ceivable that foreign government entities, in the same position as
the U.S. Department of Agriculture, would ever neglect their own
flag ships when the rates, services and equipment were adequate,
or as in this instance, superior.

Thank you for your attention.
Admiral HOLLOWAY. Mr. Chairman, that concludes our prepared

statements. We are-ready to answer your questions.
The CHAIRMAN. Mr. Toohey, I couldn't agree with you more in

your last paragraph, that it seems like a breakdown of communica-
tions within our own Government. But that is water under the
bridge. Hopefully this hearing, as well as other efforts by the com-
mittee, will cause reassessment and reconsideration.

I think you touched- on this, if I am not mistaken, but for the
record I would like to make it clear. Would your rates for trans-
porting this butter to New Zealand be any different from those
rates offered by the other carriers who have been and might con-
tinue to be involved?

Mr. TooHEY. These were all members of the same conference.
Rates were negotiated by New Zealand Dairy Board with the con-
ference and the resulting rates are identical.

The CHAIRMAN. Are identical?
Mr. TOOHIEY. Yes. I might add also that I talked with the people

in the North Europe conference and they told me that they negoti-
ated with the New Zealand Dairy Board and the New Zealand
Dairy Board required a rate of $85-a ton for Europe and the North
Continental Rate Conference, which covers Amsterdam, Antwerp,
Rotterdam, Hamburg, Bremen, and Bremerhaven, they put in a
rate for butter to move in 35,840 pounds per trailer. It was ap-
proved on October 6, house-to-house rate of $81 a ton, plus $4 han-
dling charge, which equated exactly to the rate that the New Zea-
land Dairy Board asked. These are all lines in that trade.

The CHAIRMAN. Just for the record, since this is applying to one
transaction this afternoon, could you supply the New Zealand ship-
ping rates for the record?

Mr. TooKEY. They are quite complicated. Basically, the rate, I
think, is $95 a ton.

The CHAIRMAN. That is the conference rate?
Mr. TooHEY. Conference rate, but it is on a free out basis, which

means that the New Zealand- Dairy Board negotiated with the
Auckland Harbor Board for a special rate for discharging it and-it
is quite complicated. I will supply it. It comes to two pages in the
conference tariff.

The CHAIRMAN. Two pages is nothing in our record, sir. Send it
over. We would like to have it.

Mr. TooHmy. I will be glad to supply the two extra pages.
[The information follows:]
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ONE WHITEHALL STREET. NEW YORK. N.Y. 10004

November 30, 19. --

Hon. Walter B. Jones JMAItIUSF. .. T \qARIN"

Chairman, Committee on Merchant .... -

L'arine and Fisheries
Room 1334, Longworth House Office Building
Washington, D.C. 20515 1.

Dear Mr.-Jones:

Thank you for your letter dated November 16, 1981.

We have supplied to your Committee copies of pages 393
and 394 which cover the rates on butter from the United States to
New Zealand. There are four rates depending upon the method of
shipment chosen by the New Zealand Dairy Board. The one which has
been used so far, and presumably will be used in the future, is the
second one on page 393.

This rate is $1,800 per 20 foot container which equates to
about $106 per ton of butter. Under this rate, the New Zealand Dakly
Board Is obligated to pack the butter into the container at their ex-
pense and deliver it to the loading pier. All costs are for account
of cargo until they turn the cargo over to the vessel. They must
pick up the container in New Zealand at the terminal and return it
within 15 days or they must pay a detention charge of $5 per container
per day for each day iin-excess of 15.

These rates include all bunker and currency surcharges.

The other three rates listed on the tw pages are variations
of the one mentioned above depending upon the amount of service re-
quired by the New Zealand Dairy Board.

I trust this explanation of the rates is the information
you require.

Sincerely,

William F. Toohey
WFT/mr Senior Vice President
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U.S. Atlantic & Gulf/Australia - " OuiJ . Pae

New Zealand Conference in Rev. M

Freight Tariff No. 4 -... F.M.C. No. 13
fl- Rev. M
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pcng - trnsportatIon to Llne' terminal tar account of Caga if cofn-
taIner Is not rume within fifteen (15) wastIng days, detention charges
will accrue at a rate a 00 pr 210 container daf or fraction thereot.
Not Subject to uao 31(=&SA.

Note 1: Not subject to the Allowence Provisions of Tariff Nat S14q Note
I and the utilization provisions of hale 31QIA.

Note t: The above rate w app-e for vesses calln New Ptymauth
•orect Ca ony, Not sbect to ale 21 - Dte Cal

Temporary Rate ne December 1. 1 .

-Per Telaphicf FilWn of October 14, 1961

fl cONTUAC NONCONTRACT
NATt R NATE

.smo -r 41m.

,. -.. \ - . .

r..

- -r;

4
4

4:

Container

per 21
Container SilAoo

rao

Fo e o eferneces 1 en Page 3.
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U.S. Atlantic & Gulf/Australia - or ?.pP

New Zealand Conference 3d Rev. 394

Freight Tariff No. 4 F.M.C. No. 13 C pap
2Md Rev. 394

FROM: Attantic an Gulf Ports of the United TO. Main Pots In Australia ano Nw Zealand as Ea.ce. o%
States of AmeoL' listed In Rule 21 A "n S, r: Pons In th4

Society aIlan41. See Rule 21 1:r applicaton *October 6, 1981
to other ports.

PROJECT RATES TO NEW ZEALAND

- .- NOW"O4TRACT
SAM RATE

Butter. to Auckl". NewZeala -See Notes 1.,2,3 &

When shipped In entem 21 cotainers o on a pI a o tree out Aucklan.
bass only. Rate nckdes surcharge in effect at time of shipmenL Cargo to be
received at loading tenalntormna depot as detned In Tariff Rule At, more
thmn eight () calender days prior to loading. All coats to 0"is point foreoount of .

cargo. V 's reponaMlblllty ends whm container Is 111ed bon vstel at
discharge terminal. It container I& not returned wthin lilen (lS)rldng days
detention arge will aor at a rate of $5.00 pr 20 cotainer p dey or Lump sum Per

action threo. o sbect tORUl 31,3A. - . " 20' 1tanr $200

when ape in c arriver 2 containers ,movN on a house o 1free Ou Au-and
bas Rate inkdes surcharge in Ofect at time of shigment Containers to be
pecRed by shipper at cold store wltin fth urbn se at eespctiveoadng
port and delivew to th cavler.rt tore then eight o calemdr days prior to
oadinog. Ptck up of amptyorttainer,p ckng and trasprtation to Unee' temtina'

for account of cargo. lf=onltsWl not returned within fiften (15) watidno Oay
detention chargea4if acoe ata rat of3500 er 20 contaknerr day or frac. Lum Sum Per
tin thereof. Not subect to #Ae,31L3A......... ;. .. 20'Contwner . 51,50.00

NOTE 1: Not subject to the' Ahow Provisions of Tariff Rule 311C) N"o' I
a the utlilutlon proseona of Rule 31()1A. -

NOTE 2: The above rate also applies fW vassals callin New Ptymouth -direct
calt only. Not subject to Rule 21 - irect Calls.

NOTE 3: Carrw to control vessel schdule and working programs,

(t' NOTE 4: Cargo to be delvered to the career at a temperature not excedlng 10
degrees Farenhlt.

Temporary Rate Expires December 31, 1961

.A'...

".Per Telegraphic: Filing of October 8, 19S1

For explnation of raferancee se Page 3.
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The CHAulN. Mr. Sunia?
Mr. SuNIA. Thank you. I have no questions.
The CHAIMAN. Mr. Oberstar?
Mr. OBRESTAR. Thank you.
I can only say that I regret that the Department's witness did

not remain for your statement.
Mr.' TOOHEY. So do I.
Mr. OBERSTAR. They sure hightailed it out of here in quick fash-

ion. In the course of my discussion with Mr. Smith, he said, and I
will paraphrase it, since I don't have the precise wording, that the
Department did not subject this butter sale to the Cargo Preference
Law because U.S.-flag transportation would have increased the cost
of the sale and that New Zealand would have asked for a lower
price because U.S.-flag rates were higher than other rates.

Now, if this sale moved at conference rates, how could there-
have been a higher rate for U.S. flag?

Mr. TOOHEY. That simply isn't true, you know.
Mr. OBERSTAR. Did he make the statement out of ignorance of

the rates or a deliberate-I mean, were they provided with the in-
formation? Was there a deliberate effort to sidestep the issue?

Mr. TOOHEY. I can't speak for Mr. Smith, but you do know that
the rate that they used as a basis for negotiation was $180 a ton,
and we are carrying it at about $95, plus incidentals.

Mr. OBERSTAR. Where did they get $180 a ton?
Mr. TOOHEY. It came out of the air. It would have been a very

nice rate. We would love to have had it.
Mr. OBEmAR. It came out of the same place that the decision

came to sell the butter to New Zealand instead of the Russians.
What accounts for the difference in the rates that you cited be-
tween the rate to Rotterdam and that to the free on board rate to
New Zealand of $85 a ton for the Rotterdam trade and $95 for the
New Zealand trade?

Mr. TOOHEY. Well, it is difficult. You can't compare the two
trades. One is a relatively short distance. New Zealand, you are
talking 11,000 or 12,000 miles away. It is just a very short distance
to North Europe. You can do that in 5 or 6 days. It is about 20 days-
to New Zealand.

Mr. OB1mrAR. So there isn't anything special about the differ-
ence in the two rates?

Mr. TOOHEY. No.
Mr. OamwRAR. It is the nature of the trade: distance involved,

time you have to steam.
Mr. TOOHEY. Rates are very high-ocean freight rates are very

difficult to come by. You get as much as you possibly can get.
Mr. OBEwmAR. The rate that you cited of $95 a ton, is that the

rate at which the butter is moving now?
Mr. TOOHEY. That is the rate, but again, it is on a free-out basis.

Therb are certain things about delivery. Most of it comes out of
Philadelphia. Delivery, there are certain times involved where we
can accumulate the refrigerated containers there. There were con-
cessions made on the part of the New Zealanders in bringing it to
Philadelphia because that happens to be the place where the ma-
jority ofthe meat from Australia and New Zealand comes in,
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which means our reefers were already there. They tried to be as
helpful as possible in order to keep the cost at a bare minimum.

Mr. OBERsTAR. Who is moving this cargo now, what flag vessels?
Mr. TOOHEY. Ours, the German flag and a combination of British

and Australian. No New Zealand flags are in this trade.
Mr. TOOHEY. The British line is called Pace Line. They have

three British ships and one Australian ship.
Mr. OBERSTAR. How does the meat and whatever other cargo

New Zealand exports come to this country, what flag?
Mr. TOOHEY. They are on the same three lines.
Mr. OBERSTAR. I see. So there would have been cargo for Farrell.

If it had 50 percent, there would have been cargo to bring back to
this country; it wouldn't be steaming back empty.

Mr. TOOHEY. No. We don't steam back empty. That is what we
like the butter for, that is one of the reasons we even quoted such a
low rate, is to position containers for meat, which is a very good
paying cargo.

Mr. OBERSTAR. So it would have enhanced an already active
trade; is that right?

Mr. TOOHEY. An already active trade, very active.
Mr. OBERSTAR. Did anybody from the Maritime Administration

call Farrell Lines, call up and say, "Hey, we got a thing going here.
Can you quote a rate for us?"

Mr. TOOHEY. On the butter?
Mr. OBERSTAR. Yes.
Mr. TOOHEY. No. We knew about the butter many, many months

ago.
Mr. OBERSTAR. You called them?
Mr. TOOHEY. We called the Department of Agriculture and they

refused to talk to us; absolutely refused. They wouldn't answer,
wouldn't return our calls, would do nothing about it.

Mr. OBESTAR. Now, I asked Mr. Smith to provide for the record
information to substantiate his position that U.S.-flag rates would
have cost them more. When we get that, we will share that with
you and would like to have your comment on it.

Mr. TOOHEY. I would love to see it.
Mr. OBERSTAR. I would like to know out of what cloth their state-

ments were spun. We have some information that says that
rumors-this is from a letter, and what is important is the state-
ment that says:

Rumors in the trade suggest that the New Zealand Dairy Board will be using a
shipping line, owned by Australian-New Zealand interests, to move a portion of the
butter purchased to New Zealand for processing. Since this shipping line is engaged
in bringing Oceanic meat to the United States and its ships are returning virtually
empty, it is alleged that they will be willing or have already agreed to take the
butter to New Zealand for $4 to $60 per ton, rather than the mutually estimated
$180 per ton rate we used in negotiating the contract. As I mentioned over the tele-
phone, it would be highly embarrassing to us if a discrepancy of that magnitude
actually did materialize. We would no doubt be obliged to try to renegotiate the sell-
ing price upward.

Now here it is, from Bryant H. Wadsworth, Assistant to the Di-
rector, Dairy, Livestock and Poultry Division, U.S. -De-
partment of Agriculture, in a letter to Mr. Bruce Stuart, New Zea-
land Milk Products, Inc., at Rosemont, Illinois. Very interesting.



72

Mr. TooHzy. There is no truth to that. There is no such line. The
meat is controlled by the New Zealand Meat Board and they desig-
nate the carrier, and there are only three carriers so designated.
And those are the three that we referred to, the German, Britih-
Australian, and Farrell Lines, the American line.

Now, in Australia it is the same situation. There were four meat
lines designated by the Australian Meat and Livestock Corp. This
year they have added two additional ones, but none of them is ex-
clusively on the carriage of meat and none of them would be in a
position to go back empty. There is just no one-way trade anymore;
it has to be cwo ways.

Mr. OBEMSTAR. That is very revealing, and I almost wish we had
had your testimony first. We could have confronted the Depart-
ment with that information. But what is significant here is that
somehow the Department of Agiculture had a $180 a ton rate and
then they alleged a substantially lower rate to a fictitious, nonexis-
tent shipping line.

Mr. TOOHEY. I must say if we had known about that $180 rate,
we would have gotten a lot higher rate out of our negotiations.

Mr. OBERSTAR. What puzzles me is how could the Department
have come to this conclusion that moving the cargo by an Ameri-
can line could result to them in a higher rate than New Zealand
would be willing to accept?

Mr. ToOHEY. That goes back to times when, on full chartered
ships of grain where there is a requirement for U.S.-flag, and there
are a very limited number of U.S.-flag vessels able to compete for
that cargo. They are able to quote considerably higher rates than
the foreign flag but in liner trades, almost inevitably, invariably, it
is identical, but really just from listening to the testimony that pre-
ceded us here, it seems to me that the U.S. Department of Agricul-
ture goes out of their way to find loopholes not to use U.S.-flag ves-
sels instead of trying to find loopholes in which they can use U.S.-
flag vessels.

Mr. OBERSTAR. They did on this. They got outfoxed, outmaneu-
vered by the New Zealand Dairy Board and looked pretty silly
afterwards.

Mr. TooHzy. I am sure the New Zealanders have no objection to
using 50 percent U.S.-flag vessels.

Mr. ONamAR. Is Farrell Lines involved in the movement of
other CCC sales?

Mr. TOOHEY. Yes, to Africa, we move a lot of CCC sales to Africa,
and some into the Mediterranean.

Mr. OnsrAR. Have you ever had an experience of this kind in
any of those transactions?

Mr. Toomff. No.
Mr. OBEwrAR. Ever had your rates questioned by the Depart-

ment of Agriculture?
Mr. TooHY. In the old days we had a lot of trouble with cargo

preference in that the rules were written that 50 percent had to go
on U.S. flag and invariably they tried to get the U.S. flag to carry
the cheapest part and the good cargo went to the fore#n flag and
fortunately, most of the new legislation has taken that into consid-
eration and they have been able to get around that.
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There is also a lot of times where companies had ships both
under U.S. flag and-under foreign flag, tramp companies, compa-
nies that did a lot of charter business, and they would book the
cargo on a U.S. vessel and at the last minute, substitute a foreign
vessel.

I am talking 15 years ago.
Mr. OBmUWAR. In light of your experience with this sale, do you

see any need for any strengthening of, clarification of the existing
Cargo Preference Act?

Mr. TOOHEY. Yes, I am also reluctant to -hear words like fair
share, how did he put it, equal access? I would like to see 50 per-
cent minimum put in, 50 percent, that should be the minimum.

Mr. OBESMTAR. Well, that is what we thought the law said. Per-
haps they are reading it through mirrors.

No further questions, or comments, Mr. Chairman.
Well, if I might make a final statement, concluding remark.
I want to thank the chairman and the committee for holding this

hearing to bring to light the facts that have emerged in the course
of this hearing.

It has been most instructive and shows clearly the Department of
Agriculture was outmaneuvered, outnegotiated, outfoxed in every
respect, that they have acted in derogation of the Cargo Preference
Act.

There is no shred of evidence that in any way supports the con-
tention that the sale other than concessionary, that it is any other
kind of sale than one intended to be covered by the Cargo Prefer-
ence Act, and.I comiiiend the Chair for demanding certain d~cu-

_mentation, followup on this sale and future monitoring by the De-
partment. I think that is extremely important, and we have got to
let USDA and other governmental agencies know that this commit-
tee means to see that this law is going to be enforced, not by Attor-
ney General opinions or counsel opinions but the word of the law is
clear, and the Chair has made that repeatedly clear and I hope
they get the message.

Mr. SUN A. Mr. Chairman, I wish to associate myself with the re-
marks of my collegue, the gentleman from Minnesota, and I do
think, and I would suggest that the facts of Mr. Toohey's testimo-
ny, particularly in regards to the rates and the procedure which
they had to go through in order to bring to the attention of the De-
partment of Agriculture, the fact that they were interested in car-
rying this cargo, and some of the other facts that were in contradic-
tion with the facts or the statements of the Assistant Secretary, I
wish that those facts would be brought to the attention of the De-
partment of Agriculture, not so much as to continue to create a

debate but so that USDA would know that we in fact know other-
wise, and that perhaps there was something other than an honest
difference of opinion of the legal minds.

Thank you very much.
The CHimmw. Thank you, sir.
That concludes our list of witnesses. In closing, let me say on

behalf of the Merchant Marine and Fisheries Committee, I thank
all of the witnesses who have-taken the time to ap pear today and
to present testimony on this important question affecting our mer-
chant marine.
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I would particularly like to commend Admiral Shear, not only
for his specific efforts to have cargo preference applied to the New
Zealand butter sale and to the Polish sales that have been men-
tioned, but also for his strong and effective leadership as Maritime
Administrator in the short time since he assumed his duties.

As chairman of this committee, which has a duty to oversee the
many important programs that he and his staff at the Maritime
Administration must carry out, I am delighted that he has taken
quick and positive action to see that the cargo preference laws will
be properly executed and that cooperation in maritime matters,
rather than antagonism, will be the touchstone of his tenure as
Maritime Administrator. I look forward to working with him in the
future.

When I was home recuperating in preparation for this hearing, I
was contacted by the Administrator on one or two occasions by
long distance, and we compared our notes and so on.

With respect to the testimony and colloquy that has taken place
here today, it appears that the United States has in fact extended
credit to the New Zealand Dairy Board in connection with the sale
of surplus butter, and that the extention of credit brings the trans-
action within the terms of the Cargo Preference Act. In the future,
I trust that the various Federal agencies affected by cargo prefer-
ence will understand that it does not apply only where a sale is
concessional. The statute is not so narrowly drawn. Other situa-
tions, such as the one addressed at this hearing, also come within
its purview.

Furthermore, from the testimony given today it appears that the
butter sale to New Zealand also qualifies as a concessional sale. In
this situation, there is clearly a double reason that cargo prefer-
ence should be applied.

The committee appreciates the fact that some of the butter con-
tracted to move, has thus far gone, or will go, on U.S.-flag ships.
However, we must insist that the USDA acknowledge that the
cargo preference statute clearly applies in this case. We expect that
the Department will promptly take whatever steps are necessary to
bring itself into full compliance with the law.

Our goal today has been to hear the positions of the different
groups involved and to clear up any ambiguity or confusion that
may have existed with respect to cargo preference. I believe that
we have achieved this goal, and I am confident that we will have
the continued support of the Maritime Administration, the Depart-
ment of Agriculture, the other Federal agencies, and industry, as
we strive to assure our Nation of a vigorous merchant marine fleet.

In listening to the testimony offered today and in reviewing the
committee stafs work product, I think we are able to clarify the
cargo preference laws for those who are responsible for carrying
them out. Congress' intent has been and is still that U.S. vessels
will be employed in the carriage of cargo, to the extent required by
statute, whenever: First, the United States procures for its own ac-
count; second, the United States furnishes commodities or goods to
another nation without provision for reimbursement, or adequate
corpensation; third, the United States advances funds or credits to
another nation; or fourth, the United States guarantees the con-
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vertibility of foreign currencies in connection with the furnishing
of commodities, goods, and so on.

A critical conclusion is that if any one of these conditions is
found in a transaction the imposition of the cargo preference provi-
sion of Public Law 83-664 is required.

I would like to thank the staff, who have worked very hard. They
have presented a fine case here today, and I want to commend the
staff and thankyou for the work you have/done.

Again, I wish to thank all the witnesses here today. I do hope,
and we ought to be encouraged, that we have established some rap-
port that lets the downtown boys know that this committee means
business, and we intend to see that the Cargo Preference Act is
complied with. With that, the Chair declares the meeting ad-
journed.

[The following was submitted for the record:]

9q492 0-82-6
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Mr. Richard A. Smith
Administrator
Foreign Agricultural Service
South Building
Department of Agriculture
Washington, D.C. 20250

Dear Mr. Smith:

In your testimony before the House Merchant Marine and
Fisheries Committee on November 9, 1981, concerning the
recent sale of surplus butter to New Zealand, you indicated
your willingness to answer additional questions and to
provide further information for the record. The questions
and requests for information are set forth below.

First, the Committee seeks a general understanding of the recent
sales or donations of surplus agricultural commodities to
Poland. Your cooperation in supplying any information that will
assist the Committee in this endeavor, in addition to answering
the following specific questions, will be appreciated.

1. How many contracts or other agreements to sell or
donate surplus commodities have been concluded? Please supply
the Committee with a copy of each contract or agreement.

2. Are any other contracts or agreements being
negotiated or are any other fu-ture sales or donations-contemplated?

3. With respect to each contract or agreement: under
what authority, statutory or otherwise, was it concluded?

4. What was the reason for it? For example, was it for
purely humanitarian purposes; was it to reduce U.S. stocks, or
for some other reason?

5. When was the contract or agreement executed?

6. Who are the parties?



77

7. If individuals or groups other-than the parties were
involved in the conception, negotiation or execution of the
transaction, who are they and what role did they play?

8. What commodities s are involved?

9. What quantities of these commodities?

10. These quantities represent what percentage of
total U.S. stocks?

11. How are these commodities generally stored and

for how long?

12. What is the sales price?

13. What were the world, private domestic, and
federal support prices for each commodity on the contract date?

14. What are the other terms of the contract or
agreement? For example, will payment be in dollars; will
payment be deferred; will interest be charged; if so, at what
rate; if not, why not; what are any othe-r special terms or
conditions?

15. What agencies, and which individuals, were
responsible for negotiating the transaction?

16. Who signed the contract or agreement, and on
behalf of what organization or group?

17. Who made the initial overtures about the possibility
for the transaction--how did the idea originate?

18. The commodities have been or will be shipped
by %what method?

19. Which carriers have performed or will perform the
transportation?

20. Who has paid or will pay the freight and
related charges?

21. What were those charges? Will future charges be the
same?

22. What origins, destinations and routes have been
or will be involved?

23. Has any preference for United States carriers
been included in the contracts or agreements?

~TL7~
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24. If §o, under what cargo prefercutce law, and what
are the arrangements? If not, why not?

25. What agencies, and which indivi.duals. were
consulted in determining the applicability of cargo preference
to the various transactions? In particular, was the Maritime
Administration consulted on this question?

26. Who made the final decision on whether cargo
preference applied?

Second, in your testimony you noted that the Department of
-Agriculture wrote to tile New Zealand Dairy Board asking it to
consider the use of U.S.-flag vessels whenever possible. You
also stated that the Board replied in writing that it would do its
best. (See Transcript at pages '44-45.) Please furnish the Committee
with copies of these letters.

Third, in your colloquy with Congressman Oberstar, you stated
that the New Zealand Dairy Board would have insisted on a lower
price for the butter if the Agriculture Department had insisted
on applying cargo preference to the sale. Please supply the
documentation that supports this claim. (See Transcript at
pages 52 and 56.)

Next, on page 5 of your prepared testimony, you lrit the
transportation costs assumed by the Agriculture Department in
setting the price for the butter. Freight and related charges
to New Zealand, where most of the butter will be shipped, are
omitted. Please state what the Department assumed these charges
would be when it set the butter sales price. What was the basis
for these freight-cost assumptions? Have Your assumptions
proven accurate? If estimated transportation costs to any
destinations other than New Zealand and Belgium were considered in
setting the price for the butter, what were the destinations and
what were the estimated charges? -See Trauscript at page 70.)

As you agreed to do, please confirm the chart attached as
Appendix A to the Committee staff's memorandum or note any
discrepancies between the statistics contained in that chart and
your own figures. An extra copy of the chart is enclosed for
your convenience. (See Transcript at page 70.)

In your closing remarks before the Committee, you indicated
your willingness to reexamine the Agriculture Department's position
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on the app---ability of cargo preference to this butter sale and
other simii~r transactions. Please furnish the Committee with the
results of :o-r examination as they are available. (See
Transcript at pages 70-71.)

Finally, the Committee reiterates its desire, expressed at the
hearing and agreed to by you, to be kept informed of all future
butter shipriazs under this contract. Notice to the Committee
should incl.le the shipment date, origin and origin port,
destination and destination port, amount of butter shipped,
carrier an . transportation charges. (See Transcript at page 71.)

Thank "--u for your cooperation. I and the other Committee
Members looa forward to hearing from you.

WALTER B. JONES

Chairman

Enclosure

cc: Hon. James L. Oberstar
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APPENDIX A

,NZEW ZEALAND DAIRY BOARD PAST AND PROPOSED
BUTTER SHIPMENTS

DATE

10-2-81

!C-12-81

10-15-8i

TONS

000

2160

1000

10-15-81 700

10-18-81L

10-28-81
11-5-81

2160

900

1800

1800

11-1I-81 1800

ORIGIN

Philadelphia, PA

Philadelphia, PA

Green Bay, WI

Kenosha, WI

Philadelphia,

Philadelphia,

Philadelphia,

Philadelphia,

Philadelphia,

PA

PA

PA

PA

PA

DESTINATION

New Zealand

Xew Zealand

Belgium

Belgium

New Zealand

New Zealand

New Zealand

New Zealand

New Zealand

CARRIER

Columbus Line
(Germany)

Pace Line (U.K

Trans Ocean Re
(Philippines)

Trans Ocean Re.
(Phillpplies)

Farrell Line

Pace Line (U.*

Farrell Line (I

Columbus Ameri-
(Germany)

Farrell Line (
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United StatesD epartment of
Agriculture

Foreign
Agricultural
Service

Washington. D.C.
20250

DEC 8 1981

Honorable Walter B. Jones
Chairman, Committee on Merchant Marine

and Fisheries
House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

This is in response to your letter of November 16, 1981, in which you have
asked us to respond to specific questions dealing with the Poland and New
ZeaIand dairy sales made by the Commodity Credit Corporation. Our responses
to these questions are as follows:

POLISH DAIRY SALES

1. How many contracts or other agreements to sell or donate surplus
commodities have been concluded? Please supply the-Coomittee with a copy of
each contract or agreement.

There has been a total of three sales concluded for
products to Poland as follows:

. Quantity (iT)
Date Buyer -NFD* Butter Cheese NFDM

shipment of dairy

Price (MT)
Butter Chef ;se

4/17/81 Hortex-
Polcoop

8/24/81 Catholic
Relief
Services
(Cas)

10/28/81 Hortex-
- - Polcoop

30,000 30,000

8,000 600

10,000 10,000

$770.00, $1,575.00

400 110.23 110.23 $ 110.23

8,000 770.00 1,575.00 1,025.00

Copies of these contracts have been attached.

2. Are any other contracts or agreements being negotiated or are any other
future sales or donations contemplated?

CRS has expressed an interest in buying additional dairy products for
shipment to Poland. However) no negotiations have been conducted to
date.
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3. With respect to each contract or agreement: under what authority,
statutory or otherwise, w a.s it concluded?

For all three sales, statutory authority is found in Section 407 of the
Agricultural Act of 1949, as amended, and in Sections 4 and 5 of the
Commodity Credit Corporation Charter Act, as amended. The General
Sales Manager made the sales after they were approved by the CCC board
or the Secretary acting for the Board.

4. What was the reasDn for it? For example, was it for purely humanitarian
purposes; was it to reduce U.S. stocks, or for some other reason?

We had enormous stocks of perishat dairy products in inventory with
no practical or feasible domestic or foreign outlets, and because Poland
is not a usual market for dairy products from dairy exporting countries,
we were able to dispose of some of our surplus commoditl-s while main-
taining commitments made to our trading partners under the General
Agreement on Tariffs and Trade.

5. When was the contract or agreement executed?

See answer to question number 1.

6. Whoare the parties?

The contracts dated April 17, 1981, and October 28, 1981, are between
the Commodity Credit Corporation (CCC) and HORTEX-POLCOOP, an authorized
foreign trade enterprise of the Polish People's Republic. Under the
contract dated October 28, 1981, CARE will be monitoring the distribution
oT'the commodities, but CARE is not' a party to the contract. The
contract dated August 24, 1981, is between CCC and CRS.'

7. If individuals or groups other than the parties were involved in the
conception, negotiation or execution of the transaction, who are they and
what role did they play?

Under the contract dated October 28, 1981, CARE is responsible-for
monitoring the distribution of-the commodities to preschool children
in Poland. This will be accomplished under an agreement between
CARE and the Polish Ministry of Health and Social Welfare. No other
entities were involved in these transactions.

8. What commodities are involved?

See answer to question number 1.

9. What quantities of these commodities?

See answer to question number 1.
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10. These quantities represent what percentage of total U.S. stocks?

Based on CCC's uncommitted dairy inventories as of November 13, 1981,
these sales represent 13 percent of CCC's total stocks as follows:

Butter

Cheese

Nonfat dry milk

TOTAL

Uncommitted
Inventory (M.T.)
November 13, 1981

92,535

252,200

375,575

720,310

Percent
Represented

by Polish Sales

446!

13.

13%

The uncommitted inventories do not include any :ommodities sold under
.. the Polish or New Zealand contracts or any commodities committed for

domestic programs.

11. How are these commodities generally stored and for how long?

The type of storage and the length of time the-commodities have been
in storage are as follows:

Commodities

Butter

Cheese

Nonfat dry milk

TOTAL

Year of Production (Hetric Tons)
1980 1981 Total

45,360

45,360

151,500

242 ,220

47,175

206,840

224,075

478,090

92,535

252,200

375,575

720,310

Type of Storage

Freezer

Cooler

Dry Storage

All dairy products are perishable commodities. The dairy industry does
not store dairy products more than six months to one year.

CCC has stored NDM and butter up to three years without serious
deterioration. Cheese is a.more perishable commodity subject to mold
and we are experiltlcing some mold development in our cheese inventory.
No definitive studies have been conducted on what the maximumTength of
storage is for cheese.

12. What i--the sales price?

S'e answer to question number 1.
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13. What were the world, private domestic, 6nd federal support prices for
each commodity on the contract date?

U. S. Dollars Per M.T.

World Price

F.O.B. European Port 1/

April 17, 1981

Butter $2,300.00

Nonfat Dry Milk 1,100.00

August 24, 1981

Butter 2,400.00

Nonfat Dry Milk 1,100.00

Cheddar Cheese (40 lb.)
(Block)

1,300.00-
2,000.00 3/

Domestic
Wholesale Price

Chicago

$3,240.76

2,050.28

3,262.81

2,050.29

2,998.26 2/

Federal
Support Price

Chicago

$3,284.85

2,072.32

3,284.85

2,072.32

3,086,44

October 28,. 1981

Butter

Nonfat Dry Milk

Cheddar Cheese

2,400.00

1,100.00

(40 lb.) 1,300.00-
(Block) 2,000.00 3/

1/ World Prfce is fdbutter that is 82 percent butterfat and unsalted
compared to U.S. butter that is 80 percent butterfat and salted.
U.S. butter would be discounted at least 2-3 cents per pound on
world market.

2/ Wisconsin cheese exchange.

3/ World cheddar cheese price varies depending on quality, age, etc.

14. What are the other terms of the contract or agreement? For example, will
payment be in dollars; will payment be deferred; will interest be charged; if
so, at what rate; if not, why not; what are any other special termsor
conditions?

3,262.81

2,072.32

3,020.30 2/

3,284.85

2,072.32

3,086.44

k



85

Under the contracts dated April 17, 1981, and October 28, .1981, payment
will be made in Polish zlotys upon presentation of shipping documents by
CCC to the Bank Handlowy w Warszawie S.A., Chalubonekiego 8,00-950
Warszawa, to an interest bearing account established by the United States
Government at Narodowy Bank Polski. Payment will be made at the official
exchange rate for U.S. dollars published by Narodowy Bank Polski, and

------ will accrue interest at the rate which applies to the accounts held by
the public on day-to-day withdrawal accounts, but not less than three
percent per annum. With respect to the payment terms under the contract
with CRS,' payment will be made in U.S. dollars upon completion of each
shipment under an irrevocable letter of credit or in the form of cash,
certified check or cashier's check payable to CCC prior to delivery.

15. What agencies, and which individuals, were responsible for negotiating
the transaction?

The staff of the General Sales Manager was authorized and responsible
for negotiating the Poland dairy sales.

16. Who signed the contract or agreement, and on behalf of what organization
or group?

On behalf of CCC, Richard Smith, then Acting General Sales Manager,
signed the contrAct dated April 17, 1981, and Alan Tracy, General
Sales Manager, signed the contracts dated August 24, 1981, and
October 28, 1981. For Poland, the two contracts with Hortex-Polcoop
were signed by Janusz Florczak as Deputy Director for Hortex-Polcoop.
The contract with CRS was signed by Bishop Edwin B. Broderick for CRS
and Alan Tracy for CCC.

17. Who made the initial overtures about the possibility for the transaction-
how did the idea originate?

The initial overtures were made by the Polish Government for the April
sale, by CRS for the August sale and by CARE for the October sale.

18. The commodities have been or will be shipped by what method?

CCC will deliver the commodities f.o.b. vessel stowed and the buyer
is responsible for arranging ocean transport.

19. Which carriers have performed or will perform the transportation?

The commodities under all three contracts have been or are expected
to be lifted by Polish ocean liners.

20. Who has paid or will pay the freight and related charges?

The freight and related charges for all three sales will be paid for
by the Polish Government.
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21. What were those charges? Will future charges be the same?

These commodities have been shipped on Polish vessels at the expense
of the Polish Government and we have been unable to determine the
freight cost.

22. What origins, destinations and routes have been or will be involved?

About 38,000 metric tons have been lifted at East Coast ports, 2,700
metric tons have been lifted at Great Lakes ports, end 7,400 metric
tons have been lifted at Gulf ports. Destination is Gdynia, Poland.
All cargo has been shipped via Polish ocean liner vessels.

23. Has any preference for United States carriers been included in the
contracts or agreements?

The contracts do not require preference for U.S. carriers.

24. If so, under what cargo preference law, and what are the arrangements?
If not, why not? -

The Department determined that the requirements of the Cargo Preference
Act were not applicable to an export sale of CCC stocks if the sale was
a "commercial" rather than a "concessional" sale. A commercial sale
is viewed as an export sale made on the best terms and condit-ions obtain-
able in the light of competitive conditions in the world market. We have
testified, in connection with the recent export sale of butter to New
Zealand, as to the various factors affecting exports of dairy products
abroad. We felt that these factors applied equally to the sales to Poland
of dairy stocks. Consequently, such sales were properly termed commercial.
Furthermore, the sales to Poland were made with payments upon delivery
without any provision for advancement of funds, extension of credit,
or for guaranteeing convertibility of foreign currencies. Under these
circumstances, we believed that the Cargo Preference Act did not apply.

Dairy products sold to CRS for distribution by CRS to the needy in Poland
were from the enormous stocks of perishable dairy products held in CCC
inventory for which, as explained above, there are practically no outlets,
domestic or foreign. In our discussions with CRS we were informed that
Poland had agreed with CRS to provide -tansportation for the commodities
using its own ships. No provision requiring the use of US ships was
included in the CCC contract with CR$.

25. What agencies, and which individuals, were consulted in determining the
applicability of cargo preference to the-various transactions? In particular,
was the Maritime Administration consulted on this question?

The aritime Administration was not consulted for the April and August
sales. However, after the' negotiations began for the October sale, the
Maritime Administration was advised that another sale was being negotiated.
Also, the General Counsel's Office provided general guidance regarding
cargo preference.

I
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26. Who made the final decision on whether cargo preference applied?

The General Sales Manager determined that cargo preference would not
apply.

NEW ZEALAND DAIRY SALE

1. Our letter of August 10, 1981, to Mr. Bruce Stuart, New Zealand Milk
Products, Inc., and his telex replies of October 3Q, 1981, and
November 3, 1981, are attached for the Committee's review.

2. During the contract discussions it was decided that cargo preference did
not apply to this transaction. The shipping charges we discussed in
negotiating the selling price of the butter did not include the require-
ment that.a minimuof 50 percent of the butter move to New Zealand on
U.S. flag vessels. Subsequently, we contacted the New Zealand Dairy
Board to ask what would have been their offer if we had requested at
least 50 percent be shipped on U.S. bottoms. As the attached reply from
the New Zealand Dairy Board indicates, they negotiated on the basis of
being-allowed to choose competitive shipping and the removal of competi-
tion on freight would have substantially affected the commercial balances
possibly putting the whole transaction in question. (See attached letter
from New Zealand Embassy-dated November 20, 1981.)

3. At the time the contract was being negotiated, the Department assumed the
freight and related charges for shipments to New Zealand would be as
follows:

U. S. Dollars

Per Metric Ton Per Pound

Inland freight warehouse to port $ 70 $.032

S6owage and port costs 60 .027

Ocean freight to New Zealand 180 .082

TOTAL $310 $.141

Ocean freight to major European ports, such as Antwerp7 w-5 estimated at
$160 per metric ton (.073/lb.);- No other destinations were -
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considered in setting the price. However, we did take into account
conversion of the butter to butteroil. The costs to convert butter at
80 percent butterfat to butteroil of nearly 100 percent butterfat amounts
to around $.34 per pound. Considering the 70 cents for the butter plus
the freight and other costs which add up to $1.18 per pound ($2,600 per
metric ton), we received a fair price for butteroil on world markets.

4. Our records indicate some corrections to the chart (Appendix A). We
have corrected the chart you furnished us and are enclosing it for your
'records.

5. The Department is currently reviewing its position regarding-the
applicability of the Cargo Preference Act to sales of CCC stocks. The
Department has discussed the application of the Cargo Preference Act
with the Maritime Administration and has agreed to consult with that
agency on future export sales. After a thorough review of the Depart-
ment's position on this matter, we will advise the Committee of our
views.

6. We will keep the Committee-Informed of all future butter shipments under
this contract including the specific information you have requested.

7. Please find attached a copy of our testimony furnished to your committee
on November 9, 1981. Corrections that should be made have been indicated
on the attached copy.

Sincerely,

Administrator

Attachments
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CONTACT FOR SALE OF NONFAT DPY MIL, A110 UTTER

THIS ACREEMENT, made in the City of Vashington, District of Columbia, on

April 17, 1981, by and beaten HOPTtX-POLCOOP, an authorized foreign trade

enterprise of the Polish People's Republic (hereinafter called HORTEX.POLCOOP),

ad-COHMODTY CREDIT CORPORATION, an agency and Instrumentality of the United

States wtthin.the Department of Agriculture (hereinafter called the 'CCC'),

WITNESSETH:

WEREAS, HORTEX-PO.LC.OP desires to purchase from CCC a quantity of nonfat

dry milk and butter for export-to the Polish People's Republic 4 or exclusive

use in Poland,

N0 , THEREFORE, IT IS 4.UTUALLY AGREED AS FOLLOWS:

ONE - QUANTITY.

CCC agrees to sell to HORTEX.POLCOOP 30,000 metric tons of butter,

5 percent more or less, and 30,000 metric tons of nonfat dry milk, 5 percent

more or less.

-N QUALITY.

A. Butter.

1. Butter shall be U.S. Grade A or higher, at the option of CCC,

and-shall meet the United States Standards for Grades of Butter,

effective April 1, 1977.

2. Butter shdll have been manufactured in the United States after

April 1, 1980.

3. Butter shall have only natural color added, If any.

Be Nonfat Dry Milk.

1. Nonfat Dry Milk shall be U.S. Extra Grade and shall meet the

United States Standardst.or Grades of Nonfat Dry Milk (spray

process), effective April 1, 1973.

• ..
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2. Nonfat dry m1' shall have been manufactured after January 1, 1980.

THREE - PACKAGING AND PACKING.

A. Nonfat Dry Milk

1. Packaging Description: 50-pound sacks (1.22 cubic feet per sack)

constructed of 3 l.yers of kraft paper, with inside linings of

polyethylene, which are suitable for exportation. Sacks may be

- sealed by sewing horizontally along upper edge, without sewing

the polyethlyere linings, or they may be sealed with heat. All

exposed threads will be covered with paper to prevent insect abd

dust penetration into the powder. Each sack will contain a loose

polyethylene lini.-; insert, gathered in the for;.' of a goose neck

and tied.

2. Package Markings - Sacks containing nonfat dry milk wi1l show

the following:

(a) name of product

(b) name and location of manufacturing plant or plant number

(c) month and.ear manufactured

(d) manufacturer's lot number

B. Butter

1. Package Description - Butter will be packed in 68 pounds net weight

In fiberboard shipping containers (1.1 cubic feet per container).

Each container shall be lined with a vegetable parchment paper

or a polyethylene bag or wrapper accepted by FAO/WHO.

2. Package.Markinjs - cc tainers will be marked to show name and

location of manufacturing plant or plant number, name of product,

churn number, and marked net weight.

:Y:
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FOUR - PRICE.

a. Butter. The purchase price of the butter shall be U.S. $1,575 per

metric ton F.O.F. vessel stowed at the Port of Philadelphia or the

Port of Canden, New Jersey, or tIe Port of New Orleans at CCC's option.

b. Nonfat Dry Milk. The purchase price of the nonfat dry milk shall bc

U.S. $770 per metric ton F.O.B. vessel stowed East Coast or Gulf

ports, as mutually agreed to by the parties.

FIVE - PAYMENT _

a. Payment for sales of butter and nonfat dry milk shall be made by

HORTEX-POLCOOP upon the presentation by CCC to the Bank landlowy w

Warszawie S.A., Chalubinsklego 8,00-950,arszawa of the following

documents approved by HORTEX-POLCOOP:

- 2 copies and 3 originals of clean on board Bills of Lading (evidencing

refrigerated storage for the butter)

- Invoice with specification of goods included (5 copies)

- grading certificates Issued by the United States Department of Agriculture

- certificate indicating commodities are fit for human consumption (one copy)

- CCC declaration stating that the original certification that the

co m cities are fit for human consumption has been sent with the go.ds.

b. Payment shall be made in Polish zlotys to the Interest bearing

account--established by United States Government for the purpose of

implementation of this contract at Narodowy Bank Polskip-not later

than 10 working days after receipt by Bank Hiodlowy w Warszavie,

S. A., of the

9-802 0-82--
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-foregoing docu,ents In good order. U.S. embassy will be informed

upon making payrent in Polish zlotys to the above account.

c. Payment shall be made at the official exchange rate for U.S.

dollars published by Narodowy Bank Polski and in effect at the ti,,e

CCC presents to the Bank Handlowy Warszawie S.A. the documents

identified in subparagraph (a) of this Article Five.

d. The amount of zlotys deposited in the interest bearing account

established for CCC at Narodowy Oank Polski shall accrue interest

at the rate which applies to the accounts held by the public on

day-to-day withdrawal accounts, but not less than three percent per

annum.

SIX - DELIVERY.

a. Butter. CCC shall deliver butter to HORTEX-OOLCOCP F.O.R. vessel

"%towed at the Port :f Philadelphia, or the Port of Camden, New Jersey,

or the port of New Orleans, at CCC's option, at the rate of not more

than 4,200 metric t6ns per vessel beginning on or about May 22, 1981.

All shipments should be completed on or before Oecember 31, 1981.

b. Nonfat Dry Milk. CCC shall deliver to HORTEX-POLCOOP F.O.B. vessel

stowed at East or Gulf Coast ports nonfat dry milk shipped atthe rate

of approximately 4,000 metric tons per month, beginning in May 1981.

All shipments should be completed on or before Oecember 31, 1981.

c. At least 14 days prior to theilhal date that CCC Is to have the

comodity at port, HORTEX-POLCOOP or their forwarding agent, AMERPOL

International. Inc., will furnish CCC with a notice to
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del iver I stipt the .eso ma-*. estinatr1 ti* >0 airrival ad port.

an-. qv artI ty s:e:;'Ie t: Ut !If td. %ttlce skall to sepnt to the

K AnSAs it1 Ir ic- It.0161 Stn.*iiiz2 t~ insa -' Con setrvIt ion Setrv ICc(AsCS

Col.cdity ff icc. cr c . r irto$ C ity. VIsso-uri 6411.1,

(Teler 43412i.

d. In the evert tie% vessel fails to lift all or a rart of the sb-IrV-nt

as scheduled, . shal be responsible for all fxleres

resulting frr %uch failure, Includirn but not limited to pier or

warehouse sterae, rail, trck and/or baron dernrraqe. inspection

aml. deteroratirn. [In the evon ':c fails to deliver all or a part

of the quantity schedce! to 'e lifted, CCC shall he responsible for

all expenses reslti-- fry s;c failure inciulinz -ut not listed

to dead fre'rt or de"turraoe.

SEVEN. - GEE&L 7(OU5.

a. NY'T(Y.PVC ,'P warrants that the cyroditles delivere under this

contract shall be eiportet to Poland for ccns " uri nnl) in 'cland.

b. The butter and nonfat dry milk delivered under t is contract shall

be suitable for huran coesumption.

EMIT - CCN!1I$GENT FEE$,.

xORTEX-POLCOOP warrants that It has not employed any person for the

purpose of obtaining under this contract a commission, percentage in the way

of a brokerage fee, or additional fees, with the exception of trusted employees

and trusted corirercial agencies established by HOTyX. wLCO with the object

of obtaining such contracts and that it has not made and will not %ake any

such payment. Without limiting the other rights which it may have, breach
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of this provision will allow CCC to cancel this contract, with no responsi-

bility on its part, and at its discretion, to add to the contracted purchase

price the amount of any such cornission, percentage, brokerage costs or

additional costs.

NINE - OFFICIALS NOT TO KENEFIT.

No re ner or delegate of the Congress of the United States of ,Merica

or resident co-nissiorers, will have any participation in this contract,

nor any profit which may be derived therefroi, except In the case where the

contract is made with a corporation with which such person may be connected

and which may profit in 0eneral.

TEN4 - DIFFEPENCES IN TEPPETATION.

If nonfat dry milk or butter does not meet Dolis, health requirements

that conform with FA/W%'C health regulations or does not confirm with quality

standards.as specified in the contract, CCC will he notified by telex within

45 days after ocean bill of lading date, stating reasons as to why butter or

nonfat dry !ilk Les not meet health requirents or quality standardsw* tljodl/#l

Such determinations will not effect payment to CCC.

All disputes arising out of or relating to the present contract including

disputes concerning the validity and interpretation of the contract which the

parties are not able to solve In a friendly way, shall only be arbitrated in

the United States in a 'wnner to be mutually agreed by both parties within 14

days from the date this contract is executed. Both parties agree to exclude

any form of jurisdiction of any court.

LEVE N - REPRESENTATIVES CF TE CONTRACTING PARTIES.

The following representatives of the contracting parties will have

authority to make the necessary decisions in any Instance requiring mutual
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agreement with respect,,to the terms of this contract:

FOR CCC: The General Sales Manager, Foreign Agricultural Service.

FOR HORTEX-POLCOOP: The Deputy Director. Bureau of HORTEX-POLCOCP.

TWELVE - OFFICIAL ADDI.ESSES.

The parties hereby establish for purposes of this contract, their

addresses as follows:

A. Cor'vdity Credit Corporation, United States department of Agriculture,

14th Street and Independence Avenue, S.V., Washington, D.C. 20250.

B. HORTEX-POLCOOP, Foreign Trade Enterprise, Central Union of the

Agricultural Co-operatives 'Samoporioc Chlopska", Warszawa,

Korernika 30, Poland.

IN WITNESS WHEREOF, this Agreement has been executed by and on behalf

of CCC and HNTEX-DOLCC0 bky their respective duly authorized officers.

COMiCDITY CREDIT f ORV/04 HORTEX-POLCOC

Janusz Florczak

Title: Acting General Sales manager Title: Deputy Director.
and Vice President, Cofm'dity HORTEX-.

0
LCOCP

Credit Corporation

Date: '7 j 1981. Date: L aI i3 k 198gal.
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CONTRACT FOR SALE OF NONTAT DRY MILK AND BUTTER

AMEND .ENT I

THIS AGREE.MNT, made in the City of Washington, District of Columbia, by

and between HORTEX-POLCOOP, an authorized foreign trade enterprise of the

Polish People's Republic (hereinafter called HORTEX-POLCOOP), and CO1QIODITY

CREDIT CORPORATION, an agency and instrumentality of the United States within

the Department of Agriculture (hereinafter called CCC), WITNESSETH:

WHEREAS, HORTEX-POLCOOP and CCC have entered into a Contract for Sale of

Nonfat Dry Milk and Butter dated April 17, 1981, and

WHEREAS, Article Ten of the said contract provides, in part, that within

14 days from the date said contract is executed the parties shall mutually

agree to the manner of arbitration for resolving disputes arising under the

said contract, and

WHEREAS, the parties to said contract have agreed to the manner in which

disputes arising under the said contract shall be arbitrated,

NOW, THEREFORE, IT IS MUTUALLY AGREED that Article Ten of the said

contract be amended and is hereby amended to read as follows:

TEN - ARBITRATION

A. If nonfat dry milk or butter does not meet Polish health requirements

that conform with FAO/WHO health regulations or does not conform with quality

standards as specified in the contract, CCC will be notified by telex within 45

days after ocean bill of lading date, stating reasons as to why butter or

nonfat dry milk did not meet health requirements or quality standards when

delivered. Such determinations will not affect payment to CCC.

B. All disputes, controversies, or differences which may arise between

the parties, out of or in relation to or in conection with this contract, or

the breach thereof, shall be settled by arbitration.
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In case arbitration is sought against HORTEX-POLCOOP, arbitration shall

take place in Poland under the Rules of the Court of Arbitration at the Polisb

Chamber of Foreign Trade in Warsaw.

In case arbitration is sought against CCC, arbitration shall take

place in the United States in the City of New York, State of New York, under

the Commercial Arbitration Rules of the American Arbitration Association.

C. The number of arbitrators shall be three, including an

arbitrator-chairman of the tribunal who shall be neither American nor Polish.

D. The language to be used in the arbitral proceeding shall be English.

E. The arbitral award shall be final and the parties agree to execute

it voluntarily and without delay. Further, the parties agree that:

(1) If the aribtration takes place in the United States, a judgment

by the United States District Court for the District of Columbia may be entered

on the award made.

(2) If the arbitration takes place in Poland, the award will be

enforced as specified in paragraph 32 of the Rules of the Court of Arbitration

at the Polish Chamber of Foreign Trade.

IN WITNESS WHEREOF, this Agreement has been executed by and on behalf of

CCC and HORTEX-POLCOOP by their respective duly authorized officers.

COO CREDI COP IN HORTEX-POLCOOP

By _ _ _ _

OHM A. JN1JSZ FLORCZAK

Title: Acting General Sales Manager Title: Deputy Director,
and Vice President, Commodity HORTEX-POLCOOP
Credit Corporation

Date t_, 1981. Date: iT)"4 S , 1981.
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UNITED STATES CATHOLIC CONFERENCE
1011 Fat Avenue. Neo York, NY 10022. USA

Wcs Red Ea,, E e-o ce'ck 0 0 Telephone: 1 (212) 838-4700
Erect',ve Ore '
Pei Msg Aote J C. Cable: CATHWEL New Yorkj&SJ Cha n Telexes: 224241 and 667207

s "ew ow, 01. tpe -&,-ons

August 27, 1981

Xr. Alan Tracy
General Sales Manager

Associate Aaministrator
Foreign Agricultural Service
United States Department of Agriculture
Washington, D. C. 20250

Dear Mr. Tracy:

This is to acknowledge receipt of your letter of August 26, 1981,
aloeg with original and copy of Contract OCSM-93 calling for the
purchase of 9,000 metric tons of dairy products to 'e used by
Catholic Relief Services for the purpose of feeding needy people
in the Polish Peoples' Republic.

The original contract, duly countersigned by the Executive
Director of Catholic Relief Services, Bishop Edwin Z. Broderick, is
returned herewith, as requested.

Thanking you, and all members of your Staff, for your cooperation,
I in

Sincerely yours,

Anthony Mxcoddai
Director (3rogra and Supply

MF:eg€

Eacl:

j
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ACREE':ENT FOR THE SALE OF NONTAT URY MILK, b'rTE? AND CHEESE

CONTRACT - OGSX-93

THIS AGREEfLEYT made and entered into this 24th day of August 1981, by and

between the Commodity Credit Corporation (hereinafter referred to as "CCC"),

a corporate agency of the United States of America within the Department of

Agriculture, and Catholic Relief Services, United Catholic Conference, Inc.,

a nonprofit District of Columbia corporation (hereinafter referred to as "CRS').

WI TNE SS ET H

WHEREAS, CRS desires to purchase from CCC the quantities of food

comodities described in Section One of this Agreement for the purpose of

feeding needy families in the Polish Peoples Republic.

NOW, THEREFORE, it is mutually agreed as follows:

ONE - QUANTITY.

CCC agrees to sell CRS 3,000 metric tons of nonfat dry milk (herefnafter

referred to as "*.DM"), 3,000 metric tons of butter, and 3,000 metric tons of

Pasteurized Process American Cheese (hereinafter referred to as "cheese"),

five percent more or less, at CCC's option.

TWO - QUALITY.

A. Butter

1. Butter shall be U.S. Grade A or higher, CCC's option, and shall

meet the United States Standards for Grades of Butter, effective

April 1, 1977.

2. Butter shall have been manufactured in the United States after

April 1, 1980.

3. Butter shall have only natural color added, if any.
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B. Nonfat Dry Milk.

1. Nonfat dry milk shall be U.S. Extra Grade and shall meet the

United States Standards for Grades of Nonfat Dry Milk (spray

process), effective April 1, 1973.

2. Nonfat dry milk shall have been manufactured after January 1, 198

C. Cheese.

1. The cheese shall be Pasteurized Process American Cheese containing

not more than 40 percent of moisture and not less than 50 percent

of milkfat on the waterfree basis. The cheese shall have a uniform

medium yellow color. Its body shall be smooth, medium firm, and

resilient with practically no pinholes or openings. Its texture

shall be close and free from lumps or graininess, and shall slice

freely, shall not show more than a slight brittleness or roughness,

and shall not stick to the knife or break when ct. Its flavor

shall be pleasing and characteristic of process aeese made from

mild to medium-cured Cheddar cheese, and shall be free from undesir-

able flavors and odors.

2. Cheese shall have been manufactured after January 1, 1980.

THREE - PACKAGING AND PACKING.

A. Nonfat Dry Milk.

1. Packaging Description: Nonfat dry milk shal be packaged in

50-pound sacks (1.22-cubic feet per sack) constructed of three

layers of kraft paper, with inside linings of polyethylene,

which are suitable for exportation. Sacks may be sealed by

sewing horizontally along uppper edge, without sewing the poly-

ethylene linings, or they may be sealed with heat. All exposed

0.
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threads will be covered with paper to prevent insect and dust

penetration into the powder. Each sack will contain a loose

polyethylene lining insert, gathered in the form of a goose

neck and tied.

2. Package Markings - Sacks containing nonfat dry milk shall show

the followIng:

(a) Name of product

(b) Name and location of manufacturing plant or plant number

(c) Month and year manufactured

(d) Manufacturer's lot number

B. Butter.

1. Package Description: Butter will be packed in 68 pounds marked

net weight fiberboard shipping containers (1.1 cubic feet per

container). Each container shall be lined with a vegetable

parchment paper or a polyethylene bag or vrap;er.

2. Package Markings - Containers will be marked to show name and

location of manufacturing plant or plant number,-tame of product,

churn number, and marked net weight.

C. Cheese.

1. Package Description: The cheese loaves will be five

pounds net -weight wrapped in heat sealed cellophane or poly-

vimylidene chloride (Saran) coated cellophane, and packed in

fiberboard or chipboard cartons with covers. Six loaves will

be packed in each corrugated fiberboard shipping container (0.6

cubic feet per container).

2. Package Markings - The cellophane pouches and cartons will be

marked to show name of product. The shipping containers will
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by .:re to sh-; nar o. Pt ct, ' SDA-A S plant number, and

month and year packaging code.

FOLTP - QUf.

CCC shall deliver to CRS NDM, butter and cheese of at least the grade

or quality specified in Section Tw. hereof and fit for huloan consumption, as

determined upon an inspection made by or on behalf of CCC.

FIVE - DELIVERY.

A. CCC shall deliver the commodities to CRS F.O.B. vessel stowed at

East Coast or Gulf ports, or one of the ports at the Great Lakes, U.S.A.

All shipments should be completed on or before August 31, 1982.

B. At least 30 days prior to the finAl date that CCC is to have

a quantity of a com=odity at port, CRS will furnish CCL u th a notice to

deliver listing the vessel name, estimated time of arrival and port, and

quantity scheduled to be lifted. Precise date of arrival must be furnished

by CRS at least 10 days prior to loading. Notice shall be sent to the Agricul-

tural Stabilization Conservation Service (ASCS), Kansas City Ccmmodity Office

(KCCO), P.O. Box 8510, Kansas City, ?issouri 64114, (telex 434126).

C. If the vessel fails to lift all or~a part of the shipment as

scheduled, CRS shall be responsible for all expenses resulting from such

failure, including but not limited to piei" or warehouse storage, rail, truck

aod/or barge demurrage, inspection and deterioration. If CCC fails to deliver

all or part of the quantity scheduled to be lifted, CCC shall be responsible

for all expenses resulting from such failure including but not limited to

dead freight or demurrage.

SIX - DETERMINATION OF NET EI.GHT.

The net weight of the NDM, butter and cheese delivered shall be determined

by CCC on the basis cf the grading and weight certificates issued by the
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Ur.1 t.d -S ates Z ;,a f L of Atr'r.c2 t~. ct- C j- cc -c.

subject to any necessary subsequent ad :-ens P. f''tity :;s deternircd by

CCC prior to delivery. If there is a discrepa,:cy tt--een runtities sho6n

on the grading certificates and the ocean bill of 11ding, the quantities

shown of the ocean bills of lading shall be dcc:ed correct.

SEVEN - TITLE AND RISK OF LOSS.

Title and risk of loss for each lot of hD:, butter and cheese shall pass

to the CRS upon of delivery to the vessel specified in the notice to deliver.

EIGHT - PLRC
3
.ASE PRICE.

The purchase price of the IDM, butter and cheese delivered F.O.B. vessel,

stowed shall be S110.23 per metric ton.

The estimated total purchase price of the co'.nJdity under this agreener-,

not adjusted for the tolerance of five percent more or less, is approximately

$992,070 based on $110.23 per metric ton for 3,000 metric tons of ND., 3,000

metric tons of butter, and 3,000 metric tons of cheese.

NINE - PAYTEN-.

A. CRPS shall establish an irrevocable letter of credit with a bank

or banks in the United States in a form acceptable to CCC or CRS shall

advance to CCC payment in U.S. dollars in the fo.m of cash, certified check

or cashier's check made out to CCC, prior to delivery. The cash or letter(s)

of credit shall be in amounts sufficient to cover the aMoLunt of co'Urodities

to be delivered F.O.B. vessel stowed. If the purchase price

of the commodities delivered or to be delivered is in excess of the funds

provided by cash deposit and/or letter of credit, CRS shall promptly provide

such additional amounts or coverage as may be demanded by CCC. Upon completion

of deliveries under this agreement, CCC shall furnish CRS with an accounting

and shall make refund of any balance of the cash advanced.
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B. If CRS arranges gor pa2n ent under a letter of credit, payment under

the letter of credit shall be made upon presentation of the following documents:

- Two copies and an original of clean on board ocean bills of lading

- Invoice with specification of goods ircluded (two copies)

- Grading certificates issued by the United States DeFartcent of Agriculture

- Certificate Issued by the Unitpd States Departeat of Agriculture

indicating commodities ace fit for human consumption (one copy)

TEN - EXPORT REOUIR.,:ENTS

CRS shall export to the Polish Peoples Republic not Later than

August 31, 19S2, or such extension of this period as may be approved by CCC,

the identical commodities delivered to CRS and shall take such precautions

as are necessary to prevent reentry of the commodities inte the United States.

ELEVEN - LIABILITY FOR FAILURE TO EXPORT OR REENTRY OR HISdSE.

A. If any NDM, butter and cheese is not exported or ts reentered into

the United States except as otherwise provided in subsecti on B, the purchase

price specified in Section Eight with respect to the quant Lty of the com-

modities which is not exported or which is reentered into the United States

shall be adjusted to the domestic unrestricted use price as determined by

CCC.

B. In the event CRS is prevented from exporting any part of the NDM,

butter and cheese by acts of the United States Governmeat, -CPS may return

such unexported part of the commodity to CCC at point of delivery and CCC

shall refund the purchase price paid for such commodity.



105

.'i:LVL - pECuD DETENTION AND EXkIINATIO'.

CCC and its duly authorized representatives shall, until the expiration

of three years after final payment under the contract, hve access to and

the right to examine a;iy books, documents, papers, and records of CRS

Involving transactions relating to this contract. Adequate facilities shall

be sade available to representatives of CCC in the recipient country for

observing and revJewing the disposition of the commodity authorized herein

and for conducting end-use checks and audits.

THIRTEEN - CONTINGENT FEES.

CRS warrants that it has not employed any person to solicit or secure

this contract upon any agreement for a commission, percentage, brokerage, or

contingent fee and that no such consideration or payment Las been made or

will be made. Breach of this warranty shall give CCC the right to annul the

contract, or, at its discretion to add to the contract price the amount of

such commission, percentage, brokerage, or contingent fees. This warranty

shall not apply to commissions payable by CRS upon contracts or sales

secured or made through bona fide established commercial or selling agencies

maintained by CRS for the purpose of securing business.

FOURTEEN - OFFICIALS NOT TO BENEFIT.

No member of or delegate to the Congress of the United States or Resident

Commissioner shall be admitted to any share or part of this contract or to

any benefit that may arise therefrom, but this provision shall be not be

construed to extend to this contact if made with a corporation for its general

benefit.

FIFTEEN - REPRESENTATIVES OF CONTRACTING AGENCIES

The representatives of the contracting agencies designated below shall

have authority to settle matters requiring mutua; agreement.

I! WIT?.SS t:1IEECF, CCC and CRS have caused this agree-2nt to be executed by

their respective duly authorized officers.

COKMOI1iY CREDIT CORPORATION CATHOLIC RELI EF SERVICES

By By 2'
Title: nGeeraLt sles Manager Title: Executive Director,

and Vice President, CCC Catholic Relief Services-U:SCC

Date: ~Date: August 27, 1981
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Foreign A,:ri,:ujtral Service

122-4336(29)
203-0402-0 10/16/81

TAPomeroy/nar 73224

,Ir. Anthony M. Foddal
Director, Program and Supply
Catholic Relief Services
1011 First Avenue
,ew York, N.Y. 10022

Your telex of October 15 requested that we amend the quantity mix of

dairy products under Contract OGSM-93. In our letter to you of

August 26, 1981, we agreed that the quantity mix'of commodities under

contract OGSM-93 could be amended by an exchange of letter or telex

messages.

We hereby amend the quantities in section one of contract OGSM-93 to

provide for 8,000 metric tons of nonfat dry milk, 600 tons of butter

and 400 tons of cheese. All other terms and conditions remain unchanged.

James Ross
Acting General Sales Manager

and Associate Administrator

cc: TAPomeroy, RGogey, L-- tTi n, Lowal'<acie, SClosson/ASCS, DShaughnessy,
JOoss, ATracy, CHarvey

FAS/EC/POO/CECB/TAPomeroy/mar/1O/15/81 :X-73224
r l
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SUBJECT: Dairy Sale to Poland October 29, 1981

FROM: L. T. McElvain .

Attached is the contract covering 10,000 tons each of butter

and nonfat dry milk, and 8,.000 tons of process cheese between

CCC and HORTEX-POLCOOP for distribution to preschool children

in Poland. The milk was sold for $770 per MT, the butter for

$1575 per MT, and cheese for $1025 per MT. This represents a

total value of about $31.6 million.

The contract was signed and finalized on October 28.

cc: Tracy
Ross
Shaughnessy
Wallace
McElvain
Godsey
Pomeroy
Ortega
Pence
Boyd, OGC
Iwamoto, OGC
Closson, ASCS
Harvey, (DLPD)

97492 0-82-8
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CONTACT FOR SALE OF NONFAT DRY MILK, BUTTER AND CHEESE

CONTRACT - OGSH-94

THIS AGRED(ENT, made in the City of Washington, District of Columbia,

October 28, 1981, by and between RORTEX-POLCOOP, an authorized foreign trade

enterprise of the Polish People's Republic (hereinafter called "HORTEX-POLCOOP"),

and COIMODITY CREDIT CORPORATION, an agency and instrumentality of the United

States within the Department of Agriculture (hereinafter called "CCC*),

WHEREAS, HORTEX-POLCOOP desires to purchase from CCC a quantity of nonfat

dry milk, butter and cheese for export to the Polish People's Republic for

distribution to preschool children in Poland and

WHFREAS, the Polish Ministry of Health and Social Welfare has entered

into an agreement vith the Cooperative for American Relief Everyvhere ('CARE')

for the monitoring by CARE of such distribution.

NOW, THIREFORE, IT IS MUTUALLY AGREED AS FOLLOWS:

ONE - QUANTITY.
CCC agrees to sell to HORTEX-POLCOOP the following quantities of each

commodity, 5 percent more or less, at CCC's option:

(1) 10,000 metric tone of butter

(2) 10,000 metric tone of fortified nonfat dry milk

(3) 6,000 metric tona of process cheese

TWO - QUALITY.

A. Butter.

1. Butter shall be U.S. Grade AA, and shall meet the United States
N

Standards for Grades of Bltter, in effect on April 1, 1977.

2. ltter shall have been manufactured in the United States after

October 1, 1980.
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3. Butter shall have only natural color added, if any.

4. If RORTEX-POLCOOP claims that the butterfat content of any

butter delivered under this contract is less than the 802 minimum

as specified in the United States Standards for Grades of Butter

In effect on April 1, 1977, HORTEX-POLCOOP say submit samples

of such-butter to CCC for re-testing. Butter will be re-tested

In accordance with procedures prescribed in Article Two, para-

graph D.1. hereof. Any dispute regarding the percentage of

butterfat found in any such sample will relate only to the butter

manufactured in the churn from which the sample was drawn.

HORTEX-POLCOOP will hold in reserve for re-testing by CCC at

least one additional untested block of butter manufactured in

such churL. CCC will allow HORTEX-POLC OP a discount for

delivered butter manufactured in each churn from which samples

show a butterfat content of less than 80 percent. as specified

herein. The discount for butter which has a butterfat content of

less than 80 percent, as specified herein, will be US $2.40 per

metric ton for each 1/10 of one percent of butterfat reduction.

Cost of re-testing will be borne by CCC if on re-testing it is

determined that the butterfat content is less than 802, as speci-

fied herein; otherwise, the cost of re-testing will be borne by

HORTEX-POLCOOP. No claim based on reduced butterfat content

ill be recognized by CCC if received by the General Sales

Manager and Vice President, CCC, sore than two months after the

date of the on-board bill of lading issued for shipment of the

butter in dispute.
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5. If HORTEX-POLCOOP does not accept CCC'm results of retesting,

an additional msaple-from the same churn shall be subaitted for

additional testing to a laboratory in West Germany mutually

agreed to by the parties. In such case, the results obtained

from the West German laboratory shall be binding on the parties

and the cost of re-testing will be borne by the parties on the

same basis as provided in subparagraph A. 4 of this Article.

B. Nonfat Dry Milk.

Nonfat dry milk shall be U.S. Extra Grade, shall be fortified

with vitamins A and D, and shall meet the United States Standards

for Grades of Nonfat Dry Nilk (spray process), in effect on

April 1, 1973.

2. Nonfat dry milk shall have been manufactured in the United States

after October 1, 1980.

C. Cheese.

1. Cheese shall be Pasteurized Process American Cheese and shall

contain not more than 40 percent moisture and not less than 50

percent milkfat on the vaterfree basis. Cheese shall have a

uniform, medium yellow color. Its body shall be smooth, medium

firm, and resilient with practically no steam holes or openings.

Its texture shall be close and free from lumps or graininess.

Cheese shall slice freely, show not more than a slight brittle-

ness or roughness, and not stick to the knife or break vhen

cut. Its flavor shall be pleasing and characteristic of process

cheese made from mild to mediu-cured Cheddar cheese and shall

be free from undesirable flavors and odors.
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2. The pasteurized process American cheese shall have been manu-

factured in the United States after October 1, 1980.

D. Testing Procedures.

1. Butter

Inspection and testing procedures for the purpose of determining

the grade, weight, and butterfat content shall be in accordance

with the following USDA procedures:

a. USDA Notice to Craders dated January 25, 1980 (DA Instruction

No. 918-11).

b. USDA General Instructions for Inspection, Grading and Grade

Labeling of Butter dated June 12, 1980 (DA Instruction No.

918-10). -

C. USDA Methods of Laboratory Analysis for Moisture, Fat, Salt,

Curd, and PH dated November 30, 1972 (DA Instruction No.

918-101-1).

2. Nonfat Dry Milk

Inspection and testing procedures for the purpose of determining

the grade and weight shall be in accordance with the following

USDA procedures:

a. USDA General Instructions for Sampling Nonfat Dry Milk dated

July 13, 1970, as revised (DA Instruction No. 918-30).

b. USDA Methods of Laboratory Analysis for Dry Whole Milk and

Nonfat Dry Milk dated November 30, 1972 (DA Instruction No.

918-103-1).

3. Cheese

Inspection and Testing procedures for the purpose of determining

the weight, moisture and fat content shall be in accordance vith

the following USDA procedures:
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a. USDA Notice to Inspectors, CCC Purchase of Process Cheese and

Cbeest Spread dated July 15, 1976, as revised (DA Instruction

No. 918-22).

b. USDA Methods of Laboratory Analysis for Bulk (Natural)

Cheese, Process Cheese and Cheese Foods dated July 15, 1972,

as amended (DA Instruction No. 918-102-1).

TEE - PACKAGING AND PACKING.

A. Nonfat Dry Milk.

1. Packaging Description: 50-pound sacks suitable for exportation

(approximately 1.22 cubic feet per sack) constructed of 3 layers

of kraft paper, with Inside linings of polyethylene. Sacks say

be sealed by sing horizontally along upper edge, without serving

the polyethlyene linings, or the sacks may be sealed vith heat.

If bags are sevn, exposed threads will be covered with paper to

prevent insect and dust penetration into the powder. Each sack

will contain a loose polyethylene lining insert, gathered in

the form of a goose neck and tied.

2. Package Markings - Sacks containing nonfat dry milk shall be

-" marked to show the following:

(a) name of product

(b) name and location of manufacturing plant or plant number

(c) month and year manufactured

(d) manufacturer's lot number

B. Butter.

1. Package Description - Butter will be packed 68 pounds marked

net weight in fiberboard shipping containers (approximately
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1.1 cubic at per container). Each conta,-..r shall be lined

with vegetable parchment paper or a polyethylene bag or wrapper.

2. Package Marklzgs - Containers will be marked to show name and

location of manufacturing plant or plant number, name of product,

churn number, and marked net eight.

C. Cheese.

1. Package Description: Cheese loaves will be five pounds net

weight wrapped in heat sealed cellophane or polyvinylidene

chloride (Saran) coated cellophane containing not more than

one milligram of vinyl chloride per one kilogram of Saran

film weight, and packaged in fiberboard or chipboard cartons

with covers. Six such loaves will be packed in a corrugated

fiberboard shipping container (approximately 0.6 cubic feet

per container) suitable for sea transportation.

2. Package Markings - The cellophane pouches and cartons will be

marked to show name of product. The cartons will be marked to

show net weight. The shipping containers will be marked to show

name of product, plant number, and mouth and year packaging code.

D. Other Markings For Nonfat Dry Milk and Cheese

In case CCCIs not able to deliver nonfat dry milk and/or process

American Cheese without markings used for U.S. Food Donation Programs,

OITEX-POLCOOP agree. to accept the goods with such markings. In such

case, however, such markings may be obliterated by HORTEX-POLCOOP in

Poland or addition markings say be used to indicate that the goods

were purchased and not donated.

FOUR - PRICE.

A. Butter. The purchase price of the butter shall be U.S. $1,575 per

metric ton 7.0.1. vessel stowed at the Port of Philadelphia,
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Pennsylvania, or the Port of Camden, Nw Jersey, or the Port of Nev

Orleans, Louisiana, or the Port of Savannah, Georgia, at CCC's

option, or If mutually agreed, tke Great Lakes Ports or any other

U.S. ports.

B. Nonfat Dry Milk. The purchase price of the nonfat dry milk shall be

U.S. $770 per mtric ton F.O.B. vessel qtoved East Coast or Gulf

ports, at CCC's option, or if mutually agreed, the Great Lakes

Ports or any other U.S. ports.

C. Cheese.. The purchase price of the cheese shall be U.S. $1025 per

metric ton F.O.B. vessel stoved at the Port of Philadelphia, Pennsyl-

vania, or the Port of Cmden, New Jersey, or the Port of New Orleans,

Louisiana, or the Port of Savannah, Georgia, at CCC's option, or if

mutually agreed, the Great Lakes Ports or any other U.S. ports.

FIVE - PAYMZNT

A. Payment for butter, nonfat dry milk, and cheese delivered under this

contract shall be made by HORTEX-POLCOOP upon the presentation by

CCC to the Bank Bandlowy w VarazavLe S.A., Chalubioskelgo 8,00-950

Varszawa of the folloving documents approved by HORTRX-POLCOOP:

- 2 copies and 3 originals of clean On Board Bills of Lading (evi-

dencing refrigerated storage for the butter and cheese)

- Invoice vith specification of goods included (5 copies)

- Grading certificates issued by the United States Department of

Agriculture

- For cheese and butter, a list of cartona (covered by grading certi-

ficates) that ware not loaded on the slip scheduled to lift the carlo,

shoving the total net weight of the cartons.

Certificate issued by the Agricultural Marketing Service, USDA,
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indicating c dities are fit for human cons. Ion (one copy)

- CCC declaration stating that the original certification that the

commodities are fit for human consumption has been sent with the goods.

S. Payment shall be made in Polish zlotys to the interest bearing

account, established by the United States Goveromot at Narodovy Bank

Polski for the purpose of Implementing of this contract, not later

than 10 working days after receipt by Bank Randlovy w Warszavie,

S. A., of the documents identified in paragraph A above in good

order. The U.S. embassy in Poland will be informed when payment is

made to the above account.

C. Payment shall be made at the official exchange rate for U.S.

dollars published by Narodowy Bank Polski and in effect at the time

CCC presents to the Bank Randlowy Harazavie S.A. the documents

identified in paragraph A above.

D. The amount of zlotys deposited in the interest bearing account esta-

blished for CCC at Narodowy Bank Polski shall accrue interest at the

rate which applies to the accounts held by the public on day-to-day

withdrawal accounts, but at not less than three percent per aunum.

SIX - DELIVERY.

A. CCC shall deliver the commodities to RORTEX-POLCOOP F.O.B. vessel

stowed in accordance vith Article Four of this contract. All ship-

sents should be completed on or before August 31, 1982.

B. At least 30 days prior to the final date that. CCC is to have a

quantity of a commodity at port, CCC will notify EORTEX-POLCOOP of

the acceptable coastal range(s) for delivery and IORTEX-POLCOOP or

its forwardiag agent, Amrpol Internationsl, Inc., will furnish CCC

ith a notice to deliver listing the estimated time of arrival of
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vessel, port, and quantity scheduled to be lifted. Precise date of

arrival and vessel nae must be furnished by HORTEX-POLCOOP, or its

forvarding agent at least 10 days prior to loading. Notice shall

be sent to the Agricultural Stabilization and Conservation Service

(ASCS), Kansat City Commodity Office (KCCO), P. 0. Box 8510, Kaneas

City, Missouri 64114, (telex 434126).

C. If the vessel fails to lift all or a part of the shipment as scheduled,

HORTEX-POLCOOP shall be responsible for all expenses and losses

resulting from such failure Including, but not limited to, pier or

warehouse storage, rail, truck and/or barge demurrage, inspection

and deterioration. If CCC fails to timely deliver all or part of

the quantity scheduled to be lifted, CCC shall be responsible for

all expenses resulting from such failure Including, but not limited

to, dead freight or demurrage.

SEVEN - GENERAL TERMS.

A. HORTEX-POLCOOP warrants that the commodities delivered under this

contract shall be exported to Poland for consumption only in Poland

and for distribution there only to preschool children. If any of the

commodities sold under this contract are determined by Polish health

officials to be unsuitable for distribution for preschool children,

such commodities may be distributed in Poland through other programs

of the Polish Ministry of Health and Social Welfare.

B. The butter, nonfat dry milk, and cheese delivered under this contract

shall be suitable for butan consumption.

RIGHT - CONTINGENT FEES.

OWITEX-POLCOOP varrants that no person or selling agency hte been employed

or retained to solicit or secure this contract upon an agreement or understanding
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standing for a commission, percentage, brokerage, or contingent fee, excepting

bona fide employees or bons fide established commercial or selling agencies

maintained by HORTEX-POLCOOP for the purpose of securing business. For breach

or violation of this warranty, CCC shall have the right to annul the contract

without liability or in its discretion to add to the contract price, or other-

vise recover, the full amount of such commission,* percentage, brokerage, or

contingent fee.

NINE - OFFICIALS NOT TO BENEFIT.

No member or delegate of the Congress of the United States of America or

resident commissioners will have any participation in this contract, nor any

profit which may be derived therefrom, except in the case where the contract

is made with a corporation with which such person may be connected and which

say profit in general.

TEN - ARBITRATION.

A. If nonfat dry milk, butter, or cheese is unfit for human consumption

or does not conform with quality standards as specified in this

contract, CCC will be notified by telex within 45 days after the

date of the on-board ocean bill of lading issued for shipment of the

commodity in question, stating reasons as to why the chese, butter

or nonfat dry milk was not fit for human consumption or did not

meet quality standards when delivered. Such determinations will

not be cause for delay in making payment to CCC.

I. All disputes, controversies, or differences which may arise between

the parties oQt of or in relation to or in connection with this

contract, or the breach thereof, except as provided in Article Two,

subparagraph A. 4. hereof (butterfat discount), shall be settled by

arbitration. In case arbitration is sought against HOITEX-POLCOOP,
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arbitration shall take place in Poland under the Rules of the Court

of Arbitration at the Polish Chamber of Foreign Trade In Warsaw. In

-case arbitration is sought against CCC, arbitration shall take place

in the United States in the City of New York, State of New York,

under the Commercial Arbitration Rules of the American Arbitration

Association.

S C The number of arbitrators shall be three, Including an arbitrator-

chairman of the tribunal who shall be neither American nor Polish.

D. The language to be used In the arbitral proceeding shall be English.

E. The arbitral avard shall be final and the parties agree to execute

it voluntarily and without delay. Further, the parties agree that:

(1) If the arbitration takes place in the United States, a judgment

by the United States District Court for the District of Columbia

may be entered on the award made.

(2) If the arbitration takes place in Poland, the award viii be

enforced as specified in paragraph 32 of the Rules of the Court of

Arbitration at the Polish Chamber of Foreign Trade.

ELEVEN - REPRESENTATIVES OF TRE CONTRACTING PARTIES.

The folloving representatives of the contracting parties will have

authority to make the necsaary decisions in any instance requiring mutual

agreement with respect to the terms of this contract:

FOR CCC: The General Sales Manager, FAS, and Vice President, CCC.

'FOR RORTEX-POLCOOP: The Deputy Director, Bureau of HORTEX-POLCOOP.
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TWELVE - OFFICIAL ADDRESSES.

The parties hereby establish, for purposes of this contract, their

addresses as follow:

A. Commodity Credit Corporation, United States Departuent of Agriculture,

14th Street and independence Avenue, S.W., Vashington, D.C. 20250.

3. EORTEX-POLCOOP, Foreign Trade Enterprise, Central Union of the

Agricultural Co-operatives "Samopomoc Chlopaka, Warszava,

Kopernika 30, Poland.

IN WITNESS WHERIOF, this Agreeaent bas been executed by and on behalf

of CCC and IORTEX-POLCOOP by their respective duly authorized officers.

COMMODITY CREDIT CORPORATION

Title: General Sales Kanager
and Vice President, Commodity
Credit Corporation

Date: .e -

HORTEX-POLCOOP

By
Janusz Florczak

Title: Deputy Director,
HORTEX-POLCOOP

Doto: c, / , 1981.
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A-%,3 I o ims

Mr. Drum3 Stuart
now zea a li ructs, Inc.
6300 iv",r -='d
lbseant, Illinois- 6001"0

Dear Brmu-:

I kna. ycu must be swem.d ,.ith ir irics a.-id rec.ucsts fr, i.,ir
and haml'Uinj fir. and others r--xardiu -j t'e Zoa's rc--rt cr-<_ cent
to bu suzplus OC butter. I Co not wish to ad;! to your burden in this
area, but I am chli e to put in uTiting a r'tter ,.v have already
disc~m-sd mur t. U I or.nhoe.

Rbx-ors in tho trade sucmst that the Zea-land Dairy ncard will beUsi ; a shl-t:-iA line, cx.n,- med L, ,tr n-iY Zealand ina razt, to
rov a -.ortin of 6,e routter purdxed to "-. Zealand for .xosizv.
Sin- -'i s r::--,i lir is e-.m-yx Ln bring -...T .CamUC rmat to the
Lhitod States w4 its s.i,:a are returnku virlaqy a-.7-., it is alle ."11
that they vill be willin.j or hava al_=2y age-d to take the butter to
New Zeaivnd for $40 to $60 per tcn, rather 1han tM ruttilly asto'-ted
$160 1>x ton rate we usea in negotiating the contract. !s I rantionad
over the tel.ione, it waalId Lv hirily bxrr-.sLn .to us if a dis-
crearacy of that r~;T'ituc; actually diU -atexializa. 14a wtuld no dcubt
be cbli,_d to try to rene.tite tie selling rice tUvard.

As you hav sug,-estod, these nrnrs ray. contain r otly a lot of wishAal
thinking. rthekC , ey are rettng a lot of milea- currently.

I teh Ik thie wole matter c n be "pt to rest if the 20oard sees to give
X-rtrican-flaq carriers at least equal access to this business.

Your-oontinu!v ccng. ration ard unrexastar tin in these ratters is greatly
aW-raciatci.

Sinor-,ly,

. °

Bryant 11. 'eadsw~.rth
Xssis tant to thnc Dire,=tr
Dairx, Livtoc- an Poaltry Divisicn

OC: W 'd-worth
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P: 25/15

NEW ZEALAND EMBASSY

37 OBSERVATORY CRCLE, NW,
WASHINGTON, D.C. 20008

Phone. 1202) 328-4800
Telex 89526

20 November 1981

Dear Carol, -

As discussed, enclosed is the
the New Zealand Dairy Board on the
purchased from the CCC.

Regards.

text of a message from
shipment of the butter

Yours sincerely,

KI

"" N.R. Mitchell
Second Secretary (Commercial)

Encls.

Ms. Carol Harvey,
Deputy Director,
Dairy, Livestock and Poultry Division,
USDA :FAS,
Room 6616, South Building,
Washington, D.C. 20250.

97-392 0-82-9

~\ t
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U.S. BUTTER SALE SHIPPING

1. The question of use of USA shipping was not examined

in detail during the negotiations. It was made plain that

the Board's offer was based on its negotiating freight

(inter alia) competitively. (At the same time, NZDB was

conscious that a USA carrier would be in a position to

participate in the USA to NZ carriage.)

2. Unless there were a provision on the USA side which

would ensure that USA carriers would always be fully competitive

with any other offer as to service and cost, it would clearly

follow that insistence in the contract on USA shipping would

hive required a lower offer price. The removal of competition

on freight would have substantially affected the commercial

balance possibly putting the whole transaction in question.

This being a hypothetical question, it is not now practicable

to place a figure on it.

3. USA carriers have throughout had the same opportunity as

others to compete for the business.
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[Whereupon at 4:15 p.m., the committee adjourned.]
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OCEAN RANGER COLLAPSE

TUESDAY, MARCH 9, 1982

HOUSE OF REPRESENTATIVES,
COMMITTEE ON MERCHANT MARINE AND FISHERIES,

Washington, D.C.
The committee met, pursuant to notice, at 10:07 a.m., in room

1334, Longworth House Office Building, Hon. Walter B. Jones
(chairman of the committee) presiding.

Present: Representatives Jones, Biaggi, Breaux, Studds, Bonker,
Oberstar, Tauzin, Patman, Hertel, Dyson, Snyder, Forsythe, Lent,
Emery, Evans, Shumway, Carney, and Shaw.

Staff present: Edmund Welch, Mike Toohey, Barbara Cavas,
Molly Dominick, Wayne Smith, Tim Smith, Bud Drago, Duncan
Smith, Gene Gleason, John Cullather, Chris Goebel, Cher Brooks,
and Greg Lambert.

Mr. JONES. The committee will be in order, please.
Three weeks ago, the mobile offshore drilling unit, Ocean

Ranger, collapsed in the Atlantic Ocean off the Newfoundland
coast with the loss of lives of all 84 of its crew members. This trage-
dy will be the subject of many investigations in the months to
come.

Our committee has traditionally shown keen interest in the
safety of life at sea and in safety on oil and gas rigs on the Outer
Continental Shelf. It has frequently held investigations and hear-
ings on prior disasters. The sinking of the S.S. Poet and the col-
lapse of the Ranger One drilling rig in the Gulf of Mexico are
recent examples of such hearings.

Questions arising from the collapse of the Ocean Ranger are
many. Obviously, it will take skilled investigators a long time to
determine why the accident occurred. No member of this commit-
tee would pretend to claim that today's hearings will produce de-
finitive answers to all the questions surrounding the Ocean Ranger
mishap.

Our committee has a great interest in this accident and in impli-
cations for policy decisions in the areas under our jurisdiction. The
Ocean Ranger was a U.S.-flag vessel and thus had to comply with
licensing and safety laws traditionally overseen by our committee.
The U.S. Coast Guard had the responsibility of making safety in-
spections on the Ocean Ranger, and that service will be a major
player in the coming investigations of the accident.

Of course, we are the authorizing committee for the Coast Guard,
and our committee has jurisdiction over oil and gas developments
on the Outer Continental Shelf. Thus, we are concerned by how

(127)
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this accident might affect future OCS development, particularly in
hazardous areas such as offshore Alaska.

And, finally, negligence suits are being filed in the U.S. Federal
courts by families of those aboard the Ocean Ranger. The statute
giving them that right is the Jones Act, and proposed legislation
before our committee would modify that law.

Shortly after the accident occurred, several members of the com-
mittee, particularly my colleague, Congressman John Breaux, ex-
pressed an interest in scheduling an early hearing on the subject.
Today's witnesses were picked to inform the committee on what
facts are known about the accident and what questions remain un-
answered pending investigation.

Our panel of witnesses representing the offshore drilling indus-
try includes persons from Ocean Drilling and Exploration Co.,
ODECO, the company which owned and operated the Ocean
Ranger. I hope that these witnesses can discuss what their compa-
nies know about the storm and accident and can also inform the
committee about standard company safety procedures and training
for OCS operations.

Our naval architect witnesses should give us insight into the
design of semisubmersible drilling units. Our next panel will dis-
cuss how and by whom offshore drilling units are inspected for
safety. Weather service witnesses can describe what weather infor-
mation is available to OCS users.

Finally, our committee does not sit today to accuse anyone or to
point fingers of blame. We have a tragedy-which everyone mourns
and which no one willfully caused. This accident raises many ques-
tions which responsible parties, including this committee, must ex-
amine. Are drilling rigs properly designed and constructed to with-
stand the treacherous weather conditions on the high seas? Are the
rigs operated with due care? Do companies properly stress safety
training and awareness upon their crew members? Are safety in-
spections b7 government and private entities adequate? And does
our Nation s push to exploit-the high risk areas of our Outer Conti-
nental Shelf to meet our country's energy needs mean that we will
have increasing fatalities and future losses like those of the Ocean
Ranger?

Those, ladies and gentlemen, are some of the questions the an-
swers to which the committee is seeking.

I now yield to the gentleman from Kentucky, the ranking minor-
ity member, Mr. Snyder.

Mr. SNYDER. Thank you, Mr. Chairman.
Mr. Chairman, I want to commend you for calling these hearings

on the sinking of the Ocean Ranger offshore drilling unit off the
coast of Newfoundland.

As you have stated, Mr. Chairman, no one should think that we
expect today to answer the question of why this tragedy occurred. I
suspect that would be premature. The Coast Guard often takes as
much as 2 years to come to a conclusion on a tragedy of this mag-
nitude. -

I do not feel that we should wait 2 years before we conduct our
hearing. I think it is entirely appropriate to begin today to take
testimony to get an initial briefing on this event.
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Unfortunately, when this committee holds a hearing on offshore
safety, it usually involves the safety of the maritime and coastal
environment. Because of this, there is a tendency to forget the
human element until an accident of the magnitude of the Ocean
Ranger occurs. Fortunately, there are very few accidents of this
nature in size on the OCS. There have been no accidents even ap-
proaching the scope of the Ocean Ranger incident in U.S. waters.
However, this incident might as well have been in U.S. waters,
since 15 of the 84 missing or dead are American citizens.

For this reason, these hearings are of particular interest to me,
because 1 of those 15 Americans, Mr. William Smith, was a con-
stituent of mine having his place of residence listed as Valley Sta-
tion, Ky.

Unfortunately, Mr. Chairman, it appears that you are correct,
and we will not accomplish the main purpose of these hearings
today; that is to find out the cause of the accident. This does not
mean, however, that we should not, nor that I will not, pursue the
clarification of the events and rumors that surround the tragedy.

There are numerous questions concerning the role of the U.S.
Coast Guard, the U.S. Geological Survey, the American Bureau of
Shipping, and the companies themselves as to their safety require-
ments, inspections, and procedures.

In addition, questions have arisen concerning evacuation proce-
dures, the relative practicability of lifeboats and escape modules in
use under the very conditions for which they were intended to be
used. We should remember that working on the Outer Continental
Shelf is not the safest of occupations, but neither is it the most haz-
ardous. As a matter of fact, the personal injury rate over the past
10 years has decreased by just over 20 percent, while the exposure
to potential for accidents, that is the total man-hours worked, has
increased by over 150 percent.

It appears to me that not only must we endeavor to find out
what happened, how, and why, but if there is any common denomi-
nator between the Ocean Ranger incident and incidents involving
the loss of other semisubmersible drilling units. This is particularly
pertinent in light of the-fact that two other semisubmersibles,
much smaller than the Ocean Ranger, survived the same storm. I
think it is particularly interesting, too, that the Ocean Ranger was
foreign built, whereas the Zapata "Ugland" was built by Bethle-
hem in Texas, and the SEDCO "706" was builtby Kaiser in Califor-
nia, and therefore are both American built.

Mr. Chairman, I commend you again for having the hearing.
This concludes my statement. I look forward to hearing from our
other witnesses.

Mr. Chairman, I ask unanimous consent that all members be
matted to insert their statements at this point. I have one for•y Yo u ng. -
Mr. JONES. Is there any objection? If not, so ordered.
[Material referred to follows:]

STATEMENT BY HON. DON YOUNG, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF ALASKA

Mr. Chairman, you are to be commended for beginning this prompt inquiry into
the Ocean Ranger incident. This will no doubt be a large part of our education into
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the operation of drilling units under severe and harsh conditions. Further, it affords
us the opportunity to review those areas of OCS and merchant marine safety over
which this Committee has jurisdiction.

As the Rankin Minority Member of the Coast Guard and Navigation Subcommit-
tee, a member of the OC6 Subcommittee, and Congressman for all Alaska, I take a
deep and serious interest in this matter. Offshore oil and gas plays a large role in
the energy needs of this country. Therefore, regardless of the individual interest
that each of us has, all Americans must be concerned about operations on our OCS.

Mr. Chairman, the traced of this incident with loss of life is great. It will take a
long time to uncover and fully understand this incident. I look forward to patiently
working with you and the other Members of our Committee to achieve this knowl-
edge and make improvements where necessary.

STATEMENT OF HON. JOHN B. BREAUX, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF LOUISIANA

Mr. Chairman, I want to express my appreciation for your willingness to hold this
hearing so that we might begin to explore the circumstances and possible causes of
the unfortunate sinking of the semi-submersible Ocean Ranger. On the day after
this disaster, when I first requested you to hold this hearing, I was puzzled as to
how this rig, reportedly capable of withstanding much harsher weather conditions
then those encountered during the accident, could capsie in the first instance. I
was also deeply troubled as to why there was not one survivor. My concerns have
not been abated b' the conflicting press reports emanating out of Canada and
Washington regarding the severity of the storm, the condition of the rig, the status
of its inspection history, among other potential contributing causes.

I would hope that this hearing will serve to straighten out the facts that are
known at this time from rumors and speculation and establish a benchmark from
which this Committee can judge the eventual outcome of the official investigation.
For example, we need to know the inspection requirements, the precautions taken
to prepare these rigs for an oncoming storm and the parameters of our weather
forecasting capabilities and how that is transmitted to the rig. We need to examine
what actions are taken as a result of government policy and how industry compli-
ments those policies with the voluntary adoption of Safety procedures.

Based on my preliminary investigations, I am very concerned about the lapse in
the Certificate of Inspection aboard the Ocean Ranger. I am surprised that a multi-
million dollar ocean drilling operation can allow a certificate as important as this to
expire and not request another inspection for almost two months after the termina-
tion date. I am also baffled to learn that the U.S. Coast Guard does not routinely
monitor the expiration of these Certificates of Inspection and require the rig's
owner to do something about it. This will be a critical line of questioning for me
today.

It is only from this factual data base that the Committee will have the ability to
make a final judgment about the adequacy of existing laws and regulations. Of
course, since this accident occurred only three weeks ago, the final report of the
Coast Guard will be some time in coming. However, I hope that we will be able to
get periodic reports from the Coast Guard and other agencies during the course of
their investigation.

It is the responsibility of this Committee to oversee the safety of operations con-
ducted pursuant to the Outer Continental Shelf Lands Act. One of the main pur-
poses of today's hearing is to determine if these laws and the regulations promulgat-
ed pursuant to them are sufficient to protect the safety of U.S. citizens aboard off-
shore oil rigs and vessels.

STATEMENT OF HON. NORMAN F. LENT, A REPRES NTATIVE IN CONGRZSS FROM THE
STATE OF Nxw YoRx

I want to commend the distinguished Chairman of this Committee, Mr. Jones of
North Carolina, for scheduling this hearing on the loss of the Ocean Ranger, the
largest semi-submersible drilling rig in the world.

As Ranking Minority Member of the Panama Canal/OCS Subcommittee, I am
fully aware that we need to proceed with our offshore energy program. But we need
to ensure that the program is carried out in a safe and environmentally sound
manner.

Thus, the Ocean Ranger tragedy raises many questions needng answers. Testing
under extreme wind and wave conditions has indicated semi-submersible units have

IN
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excellent stability in severe weather. Yet the Ocean Ranger, designed to withstand
winds of 115 knots, waves of 110 feet, and a 3 knot current simultaneously, failed to
weather a storm which two other similar units in the area survived, apparently
without sustaining damage. The vessel reportedly was equipped with four lifeboats
to accommodate twice the number of men aboard, yet with at least one-half hour to
evacuate, none of the men survived. Fortunately there is no evidence of pollution as
a result of this accident, but would that be the case if production had been taking
place on board?

It is possible that we might never find out exactly what caused the capsize and
loss of the Ocean Ranger, or why none of her men survived the storm.

But today's hearing can help us thresh out the facts about what happened to the
Ocean Ranger 175 mile miles off Newfoundland in the North Atlantic on February
15, 1982. Hopefully it will also lead us to some answers as to if and how such a
tragedy can be prevented in the future.

Mr. JONES. The Chair announces that we will invoke and en-
force, as much as possible, the 5-minute rule. With that in mind, I
recognize Mr. Biaggi for 5 minutes.

Mr. BIAGGI. Mr. Chairman, I will not take the 5 minutes, but I
would like to take this opportunity to commend you for holding the
hearings as quickly as you are to keep the committee more current
as to what is occurring and to learn as much as we can, because
this committee has an obligation not simply to those killed on the
Ranger but to all of the maritime industry and individuals who are
engaged in this hazardous activity.

I am just looking at a newspaper clipping of today in the Wash-
ington Post which kind of raises a question and also makes us con-
sider what Mr. Snyder said, concerning two smaller rigs which sur-
vived the storm. The latest report from St. Johns, Newfoundland, is
that the radio logs seized by the Royal Canadian Mounted Police
indicate that the towering waves smashed a porthole of a ballast
control room on the Ocean Ranger, gradually cutting power and
possibly causing the oil rig's sinking on the 15th.

I don't know if that information has been available or it is newly
revealed, but in any event, there is something extraordinary about
that tragedy.

Mr. JONES. The Chair recognizes Mr. Forsythe for 5 minutes.
Mr. FORSYTHE. Thank you, Mr. Chairman, and I will not use the

5 minutes.
I again want to commend you for your movement in this area. I

think it is entirely proper that we try to keep current as we seek to
find the full answers, as Mr. Snyder has pointed out. I commend
him on his statement and would ask unanimous consent that my
full statement be included in the record.

Mr. JoNEs. Without objection, it is so ordered.
[Material to be supplied follows:]

STATEMENT BY HON. EDWIN B. FoRsYTHE, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF NEW Jznsmy

Today, we are holding hearing on the loss of the Ocean Ranger semi-submersible
MODU, which sank in a storm 175 miles off the coast of Newfoundland, Canada in
the early morning hours of February 15th. This is the second largest loss of life in
the history of the worldwide OCS. The Alexander L. Kielland capsized in the North
Sea, killing 123 people 39 more than the 84 lost on the Ocean Ranger.

I commend my Ranking Minority Member on his statement, and share his frus-
tration that we apparently will not find the answer to the accident in today's pro-
ceedings. Since this appears to be "one of a kind accident", there does not appear to
be any standardization that can be applied as pertains to safety unless it involves
the inspection schedule and techniques.
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As you know, a great deal of time, effort and attention was given to safety during
the four years Public Law 95-372 (the 1978 OCSLA amendments) was considered byCongress. There is no way we can.. provide a cocoon for everyone guranteeing
that they will be safe from all hazards. However, in the pursuit of commerce, the
government has a responsibility to our citizens to attempt to provide a safe and
healthy environment within which they can work.

Sections 21 and 22 P.L. 95-372 were designed to do just that, and I hope, since the
,Caat-.Guard and the Department of the Interior are the lead agencies under the

Act, and are appearing here today, that we can look into the relative safety respon-
sibilities, and how they are or are not applicable to this accident. I think it is inter-
esting and relevant to the purpose of these hearings that with the exception of the
first three sentences, my statement at this point is a direct quote from the state-
ment I made during the hearings by the Select Committee on the OCS on the
Ranger I jackup rig accident in 1979. The tragedy we are considering today appears
to be unique in that two smaller semi:submersibles survived the same adverse condi-
tions that apparently spelled the demise of the Ocean Ranger, as well as a Russian
vessel. This raises the question of what exactly were the weather conditions experi-
enced by the Ocean Ranger and the Russian vessel, and did the two smaller and
more vulnerable MODU's experience the same conditions?

Other questions concern the timeliness of ODECO in reporting to the Coast Guard
for the biannual inspection of the Ocean Ranger, which appears to have been due
for inspection on December 27 of last year. However, due to a split inspection, one
on the deck and a later inspection on the hull, perhaps the rig is not due for inspec-
tion for another four or five months. The real question is, whether a timely inspec-
tion could have prevented the accident.

Other questions that should be answered concern the evacuation procedures, how
they vary from company to company, the degree to which drills are conducted, and
any federal regulations that may be applicable to this situation.

Mr. Chairman, there are many other questions I am sure we will pursue during
this hearing and I look forward to hearing from our witnesses. Thank you.

Mr. JoNEs. The Chair now recognizes Mr. Breaux.
Mr. BRAux. Thank you very much, Mr. Chairman. I, too, join

the other members in expressing my appreciation for your willing-
ness to honor the request that we made to have these hearings.

It is certainly a very tragic event that we all are very sorrowful
about. I had citizens from south Louisiana who were working on
the rig and lost their lives.

I think that this committee has a very legitimate reason for
acting now. This committee is charged with the jurisdiction of over-
seeing activities on the Outer Continental Shelf, is charged with
overseeing the activities of the Coast Guard with regard to inspec-
tion and certification procedures; is charged with the duty of writ-
ing the rules and the legislation regarding OCS .leasing activities,
and, particularly, this committee has been charged with the re-
sponsibility of legislating in the area of safety with regard to OCS
lands activity. Clearly, the SEL committees actions today are in no
way premature.

The record of industry operating on the Outer Continental Shelf
around the world is an excellent record; no one can deny that. It-is
a record that we can be all very justly proud of. Unfortunately, the
best rules that Congress or anyone can write sometimes are simply
not enough. We have rules that say ships should not sink and
planes should not crash but, unfortunately, those things do occur.

What is -important for this committee to do now is to look into
the rules and regulations that this committee has written and try
to determine whether those rules and regulations, with regard to
safety and the practices in the OCS, are adeuate. We further need
to determine whether the rules and regulations that are in exist-
ence are, in fact, being followed. It is not the purpose of these hear-
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wings or the intent of this committee to determine the cause of this
accident at this time. But I feel that it is encumbent upon this com-
mittee to look at those rules and regulations and to make a deter-
mination as to the adequacy of such.

My own preliminary investigation has indicated that it is possi-
ble for vessels to operate on the OCS without a valid certificate of
inspection by the U.S. Coast Guard. I feel that is very puzzling at
best. Clearly this committee needs to explore why such activity is
permitted by our U.S. Coast Guard. It may be a defect in a law
that this committee has written, and if so, it is certainly incumbent
upon this committee to look into it.

Our initial questions to the Coast Guard have not produced a
reasonable response concerning the number of other vessels and
rigs that the Coast Guard has jurisdiction over that are presently
operating without a valid certificate of inspection. This lack of
knowledge in our Government is absolutely unacceptable. Perhaps
it is through no fault of their own, but this committee needs to re-
solve this situation.

Thank you, Mr. Chairman.
Mr. JONEs. The Chair recognizes Mr. Lent for 5 minutes.
Mr. LENT. Thank you, Mr. Chairman.
I want to, first of all, commend you for scheduling this hearing

on the loss of the Ocean Ranger, the largest semisubmersible drill-
ing rig in the w6rld.

As the ranking minority member of the Panama Canal Outer
Continental Shelf Subcommittee, I am fully aware that we need to
proceed with our offshore energy program, but we need to insure
that the program is carried out in a safe and environmentally
sound manner.

Thus, the Ocean Ranger tragedy raises many questions needing
answers. Testing under extreme wind and wave conditions has in-
dicated that semisubmersible units have excellent stability in
severe weather. Yet the Ocean Ranger, designed to withstand
winds of 115 knots, waves of 110 feet, and a 3-knot current simulta-
neously, failed to weather a storm which two other similar units in
the vicinity survived, apparently without sustaining any damage.

The vessel reportedly was equipped with four lifeboats to accom-
modate twice the number of men aboard. Yet, with at least one-
half hour to evacuate, none of the men survived.

Fortunately, there is no evidence of pollution as a result of that
accident, but what would be the case if production had been taking
place onboard?

It is possible that we might never find out exactly what caused
the capsize and loss of the Ocean Ranger or why none of her men
survived in the storm. But today's hearing can help us thresh out
the facts about what happened to the Ocean Ranger 175 miles off
Newfoundland in the North Atlantic on February 15, 1982.

Hopefully, it will also lead us to some answers as to if and how
such a tragedy can be prevented in the future.

Thank you, Mr. Chairman.
Mr. JONES. The Chair recognizes Mr. Studds.
Mr. STuDDs. Mr. Chairman, I do not have a formal statement.
I want to second, for the first time, almost everything the gentle-

man from Louisiana has said. The questions which we as human
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beings would most like to have answered are not goiiog to be for-
mally or finally answered, nor can they be, nor should they be, in
this forum; namely, why did a rig that was supposed to be able to
survive those conditions not survive them, and why were the emer-
gency procedures so tragically unsuccessful?

There are, it seems to me, questions that this committee can le-
gitimately ask at this time. Speaking as one from New England,
perhaps the constituency closest to this particular tragedy and one
of the areas where the oil industry plans most imminently to
expand, as this committee well knows, its operations in the North-
west Atlantic, we hve just been given a very cruel example of
what we have been saying for many years in this room; namely,
that the Northwest Atlantic is not the Gulf of Mexico. The condi-
tions are dramatically different there.

With expansion of this industry scheduled primarily there, in the
Northwest Atlantic, and in the polar regions of Alaska, it seems to
me that the questions posed by this tragedy are urgent, and urgent
indeed. We have received time and again in this room assurances
from the industry that the challenge is not too great, and we are
increasingly hearing assurances from the Government that the in-
dustry knows what is-best, and we have heard increasingly in
recent days arguments that the Government is hamstringing indus-
try in general and overregulating industry, and we also know that
the Coast Guard itself is being somewhat hamstrung by increasing-
ly deep cuts in its budget which affect its capability to carry out all
of its missions.

I do not mean to suggest other than what the gentleman from
Lousiana has already said, that to date, historically, it seems to me
the record of the oil industry is a superb one in terms of technolog-
ical proficiency and in terms of safety. But they are moving into
more hazardous waters, into deeper waters in which we have little
or no experience. These kinds of questions are going to arise again
and again, and this provides us, I think, with an opportunity to
assess, with that dose of humility which I think it behooves us to
have when approaching new frontiers in the ocean, what we are
capable of doing and what we may not yet be capable of doing.

I thank the chairman for scheduling the hearing at this time.
Mr. JONES. Thank you, Mr. Studds. Mr. Shumway?
Mr. SHUMWAY. Thank you, Mr. Chairman.
I would like to add my voice to those who have expressed appre-

ciation to the Chair for scheduling this hearing. It certainly is
timely and appropriate. -

I believe, Mr. Chairman, whether we are successful in defining
the cause or simply see the way for perhaps a legislative remedy to
apply in this situation, this hearing is appropriate because this
tragedy certainly has national implications. Not only were many of
the crew which was lost U.S. citizens, but American technology and
American maritime procedures are also involved.

It therefore seems to me, Mr. Chairman, a national tragedy, and
I hope that within the limits of mortal minds we can find ways to
avoid another such loss.

Thank you, Mr. Chairman.
Mr. JONES. Thank you, Mr. Shumway.
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Our first three witnesses today are representing the industry
panel, and they are Mr. Sexton, Mr. McIntosh, and Mr. Kelly.
Would you three gentlemen come to the witness table, please, at
this time.

The Chair now recognizes Mr. Hugh J. Kelly, the president and
chief executive officer of Ocean Drilling & Exploration Co. Mr.
'Kelly?

STATEMENTS OF HUGH J. KELLY, PRESIDENT AND CHIEF EX-
ECUTIVE OFFICER, OCEAN DRILLING & EXPLORATION CO.;
THOMAS S. McINTOSH, PRESIDENT, ZAPATA OFF-SHORE CO.;
AND R. WARREN SEXTON, VICE PRESIDENT, DRILLING DIVI-
SION, SEDCO, INC.

STATEMENT OF MR. KELLY
Mr. KELLY. My name is Hugh Kelly. I am president of Ocean

Drilling & Exploration Co., the owner of the Ocean Ranger.
At my left is Tom McIntosh, who is president of Zapata, Inc., the

oprating arm that operates the rigs for Zapata; to his left is
Warren Sexton of SEDCO. He is the vice president. These were the
three rigs that were there and operated off Canada.

While we appreciate the committee's concern and interest in ex-
amining all aspects of the Ocean Ranger loss, as a company, and
individually, we find it difficult to be dispassionate and analytical
in the face of such a huge calamity involving the tragic loss of 84
men, many of whom were long-time friends or relatives of those
within our organization. I have two dear friends whose son was lost
in Ranger. He is a long-time ODECO employee; in fact, he managed
the Ranger for 3 years in Alaska. So our loss is intensely personal,
and our organization feels it.

Most of what we have been doing in the last 3 weeks has been
directed to helping the families of the men who were lost-the
processing of claims, attending funerals, memorial services.

We also feel strongly that a hearing on the Ocean Ranger on this
date is premature ifit is intended in any real way to inquire into
the causes of the sinking of the Ocean Ranger. A detailed investi-
gation certainly will require months of intensive examination of all
evidence and testimony that might be available.

Since February 16, 1982, an informal investigation has been un-
derway in Canada with the cooperative participation of representa-
tives of the Canadian Energy, Mines, and Resource Department,
the Newfoundland Petroleum Directorate, the Royal Canadian
Mounted-Police, the Canadian Coast Guard, and the U.S. Coast
Guard, as well as representatives of Mobil Oil Canada and ODECO.

We understand that this investigation has consisted of the inter-
viewing, on an informal basis, of members of the crewboats and
other rigs in the area, off-duty members of the Ocean Ranger crew,
radio operators and other shore-based personnel and participants
in the search and rescue efforts.

We are also advised that a Royal Commission of Inquiry has
been appointed for the purpose of conducting a joint investigation
by the Province of Newfoundland and the Government of Canada
and that this Commission will convene, at the earliest, in April of
this year. Also, the U.S. Coast Guard Marine Board of Investiga-
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tion has been convened to investigate the incident. At these formal
hearings, interested parties will be represented and will have the
opportunity to examine witnesses and all the evidence that might
be developed.

Nevertheless, we will attempt to respond as best we can to those
questions asked of us by you, although we do so with serious reser-
vations as to the timing and apprbpriateness of a hearing at this
time.

Now, when we first were apprised of the-meeting, we were asked
to give you a statement as to the facts at this time that were
known about the sinking of the Ranger. That was like last Thurs-
day. Now, as of today, we do know more about it. We have some
evidence of it. But, at the outset, I have to point out that I have no
direct knowledge of the events surrounding the Ocean Ranger inci-
dent.

As chief executive officer of the company, I of course have a vital
interest in it, and I have received reports from our people in St.
Johns, Newfoundland, who are part of the team composed of repre-
sentatives of the provincial and federal governments of Canada, the
U.S. Coast Guard, and Mobil Oil.

All of the people who have direct knowledge of these events have
been interviewed and are being interviewed by the by the authori-
ties up there, and I have had no direct access to the contents of
these interviews, some of -which may be going on at the present
time.

I know you will be disappointed by the lack of detailed informa-
tion, but we are just not in a position to provide that information
at this date. So what I am going to give you is my best effort in
assembling chronology of events surrounding the-mishap, but I do

....... so with reservations that the facts as they develop may support or
contradict what I say here as well as supply important and rele-
vant details of which we are presently totally unaware.

So I come to you as the head of the company. When this accident
happened, I was sound asleep. But I have accumulated these re-
ports. They are hearsay, they are second hand; the people that are
giving them are perfectly honest, straightforward fellows that work
for us. I come to you to report that as best as I know it, but you
have to understand, 3 weeks after a thing like this, really establish-
ing the basic facts requires expert testimony and hearings before
formal boards like the U.S. Coast Guard. But, if you will, I will go
ahead and give you what I have as best we know it now and try to

be gin to understand what might have happened that night.
At about 7:30 p.m. on February 14, 198, our tool pusher radioed

his drilling superintendent that because of heavy weather-they
had been advised earlier of 55- to 60-knot winds-that preparations
were underway to close the blowout preventer and disconnect from
the well. This is standard procedure in the event of heavy weather.
Its primary purPose is to guard against pollution. Indeed, as you
will see later, we have evidence that this was done and there never
was any-danger of-a pollution incident in this case.

This was the last direct communication from the rig to ODECO
shore-based personnel. Now again, I am summing up a lot of testi-
mony from our people as to what happened. But from communica-
tions with other rigs and boats in the area, as well as the Mobil
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base office, it apj~ears that a porthole in the ballast control room of
the Ocean Ranger-had been knocked out around 7:30 p.m. and that
water entered the control room, causing malfunction of the electri-
cal controls for the ballast system.

By 10 p.m., it was reported that the porthole had been secured
and that all was well. We also understand that there was a weath-
er report from the rig called in at midnight to Mobil's shore base
which did not include any indication of problems aboard the rig.

At 12:52 a.m., Newfoundland time, on February 15, the radio op-
erator aboard the drilling rig SEDCO 706, which was approximate-
ly 9 miles from the position of the Ocean Ranger, reported recep
tion of a Mayday from the Ocean Ranger on frequency 2182, which
is the international emergency frequency, in which the Ocean
Ranger advised that it had a list and required assistance. The
SEDCO operator was requested to continue putting out the
Mayday.

The radio operator complied with this request and continued
sending the Mayday over the international emergency frequency.
This was really the first known communication from the Ranger
which in any way indicated difficulty aboard the rig.

At approximately 1:05 a.m., Newfoundland time, on February 15,
the standby boat for the Ocean Ranger, the MV Seaforth High-
lander, received a request to come in a little closer because the rig
was listing to port, and all countermeasures were ineffective.

The standby boat had been positioned outside the line of anchor
buoys around the Ocean Ranger, which left it 12 to 2 miles away.
The Seaforth Highlander responded by moving closer to the
Ranger, and during that maneuver, her crew overheard the Ocean
Ranger- request SEDCO 706 to transmit a Mayday and thereafter
heard the SEDCO 706 comply.

This was logged at 1:10 a.m., Newfoundland time. It is likely,
therefore, that the radio communication logged by the SEDCO 706
at 12:52, Newfoundland time, was the same communication logged
by the Seaforth Highlander at 1:10 a.m.

At 1 a.m., Mobil's representative aboard the Ranger telephoned
Mobil's on-shore representative and requested an alert, stating that
the Ocean Ranger was listed to the bow, 8 to 10 feet, and experi-
encing winds of 75 to 80 knots. This was the only mention of a list
to the bow. All other reports refer to a port list.

He further reported that they were attempting to isolate the list
and had 84 men on-board. At 1:12 a.m., Newfoundland time, on
February 15, the Ocean Ranger transmitted, by way of COMSAT,
the following message: "We are the Ocean Ranger, KRTB," and
they gave their coordinates, "and are experiencing a severe list of
about 10, dash, 15 degrees, and are in the middle of a severe storm
at the time 12 degrees and progressing. Request assistance as soon
as possible. We are an offshore drilling platform."

Subsequently, the rig further transmitted: "Winds at this time
are approximately from the west at approximately 75 knots. Rig is
a semisubmersible and is listing severely, 12 to 15 degrees to the
port side."

At 1:30 a.m., Newfoundland time, the Ocean Ranger reported
that men were taking to the lifeboats. This communication was re-
ceived by both the SEDCO 706 and Mobil's shore-based radio opera-
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tor. No further radio communications were heard from the Ocean
Ranger following this 1:30 a.m. transmission.

Thereafter, there were air and sea attempts at rescue, and we
perhaps can deal with that as we get to your questions. What I am
going to try to do from here forward-again, this is second and
third hand. These are reports given to me. I have not seen the re-
ports. There is a film that is involved. I have not seen theTilm. But
I think that is what you want me to do. You want me to tell you
what I know, and I am going to try, to do that, again with the
strong reservation that what I tell you can be contradicted later
on.

It is not known precisely at what time the Ocean Ranger sank,
but based upon the reports from the boats in the area concerning
the time the rig was lost from radar observation, it appears that
the rig sank sometime around 3 a.m., Newfoundland time.

We had many weeks of bad weather up there. It has been 3-
weeks since the tragedy. It was only in this last week that the dive-
boat got out there and, using a remote control vehicle, was able to
obtain a film of the Ranger. Now, this underwater camera survey
was made of the site, and again ,I have not viewed the survey. Our
representatives in Canada report, however, that the survey is 18
hours in length and of good quality.

From that survey, they advise that the rig is inverted-that is,
upside down on the ocean floor-with the structure intact and
damage noted to the bow end of the two pontoons, both of which
appear to have been mashed topside and bottomside of these pon-
toons-I will show you a photograph here of the rig-and the glass
from one porthole in the ballast room was gone.

Now, from this preliminary observation, it is our view that no
cause has been observed that really accounts for the sinking of the
rig. [Photograph on following page.]

You fellows probably cannot see this. I will pass it up there. This
is a photograph of the Ranger when it first came out of the ship-
yard, and it is in the transit mode. Below these anchor bolts here,
you have a pontoon on either side which is almost 400 feet long.
From the base of that pontoon to the top of the deck is about 151
feet. The breadth of the rig is about 242 feet.

Now, this is in the transit mode. On location, there are 12 moor-
ings at each corner of the rig. The chain involved is 3 1/2-inch chain.
The anchors weigh 45,000 pounds. Once the rig is moored, anchor
handling boats run the anchors. Then the rig is partially sub-
merged. In this case, the operating draft is 80 feet, and that would
bring you up about halfway up this column here.

Now, what they observed with the TV survey was that they
looked at these columns and found them in place. The transverse
horizontal members, critical members in supporting and holding
this unit together, were in place. The connections were in place.

What they are saying is that th" structural integrity of the rig,
even inverted, even after capsizing and taking forces way beyond
what it was designed to do, the structure survived intact. That is
pretty important to all of us, especially the people who designed
and built the rig.

[A picture and diagrams of the rig follow:]
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When we use the word "collapse," as I heard the Chairman use,
respectfully, I do not think that is the right word. The rig capsized;
it did not collapse. The last great disaster we had offshore was the
Alexander Kielland, off of Norway. One of these columns separated
from the rig. It did not happen here.

When you ask the question, how can a rig designed to withstand
twice the weather that it encountered that night capsize, that begs
the question. It can stand it, but there are ways to sink any rig,
there were ways to sink the Titanic. But it was not structural fail-
ure, based on that underwater survey. Now, again, the Coast Guard
has that same survey, and they have expert people who can exam-
ine it. They can confirm that. But based upon what my people tell
me, that did not happen.

So what did happen? What might have happened?
Now, the stability of the Ranger is maintained from the ballast

control room. This is located in the third stability column aft, star-
board side, on the third deck below the main deck, right here.
From this station, the control room operator opens and closes the
necessary valves to ballast and deballast the 32 compartments of
the two pontoons which provide buoyancy.

The ballast system operates through a central header leading
from a seachest at th- pump rooms near the aft end of each pon-
toon and going forward through the compartments. At each com-
partment there is a separate butterfly valve controlled by an air-
operated activator. Movement of the activator is initiated by press-
ing one of two buttons on the control panel located on the console
in the control room: a red button to close, a green button to open.
Also, the pump system is activated in this control room.

Now, we do know-and here, as I say, the evidence gets more
fragmentary and more difficult-but we do know that at 7:30 p.m.,
one of these witnesses-most of this was overheard conversation on
the Ranger; it was not transmitted directly. Particularly on the
SEDCO rig, their ballast room people and radio people were able to
overhear conversations going on on the Ranger itself.

One of those conversations between- 7:30 and 8 p.m. was-and
this may not be an exact quote, but I think it is close to it-"We
have water and glass down here." Two minutes later: "All of the
valves here on port side are opening by themselves. We need EL,
electrician, down here. Shock on the panel."
Y Two hours later: "Everything cleaned up down here; everything
normal." And then, only here recently, one witness who was pass-
ing the SEDCO radio room during the Mayday messages at about
1:15 a.m. heard the Mayday message, and he also has testified that
during the conversation there was a reference to taking water in
the control room. Now, in your time sequence, you had that water
incident, 7:30 to 8 p.m.; a report it cleared up by 10; everything is
normal until 1; and you begin getting Mayday messages. One of the
messages referred back to the ballast room problem. They aban-
doned from 1:30 a.m., and the rig disappeared from radar at 3
o'clock.

Now, to call that a full chronology is probably expanding on the
basis of the facts we have because, again, all of this is going to be
looked at by people that understand it a lot more than I do. Never-
theless, when I look at this photograph and this magnificent rig-
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this is the porthole we are talking about-it is hard to believe
something 18 inches in diameter could begin a chain of circum-
stance that ended in such a calamity.

I have a photograph here, too, which I will pass around to you, of
that console. [Photograph on following page.] As you-can see, there
is a porthole here and a porthole here. Now, above them they have
a typical storm hatch which, when the underwater survey was
made, all of these hatches were closed. But one of these two, and I
wish I could tell you which one-we are not certain; we know it is
either this one or this one, the two portholes on either side of the
console-one of them went out. It would make sense if it were, I
guess, this one on the port side.

I think it is pretty well established that they had some unusual
difficulties at that moment. Then that brings on just a flood of
questions as to what-have you failsafe systems? The answer to
that is yes. Did the men understand that? I think so. But all of this
has to be looked at in great detail, and I hope you don't expect us
today to anywhere come close to giving you a scenario as to what
might have happened.

These people were all human beings, and God knows what--hap-
pened that night. It must have been a panic situation where they
had some type of malfunctioning, and how they responded to it, we
do not know.

I think that closes my description. Thank you.
Mr. JONES. Thank you, Mr. Kelly. I would like to observe that we

know this is very unpleasant for you, but contrary to your convic-
tion that nothing can be gained today, I think at least we can stop
some rumors that are floating around, many of which are probably
untrue. In deference to you and your company, and-your sadness at
the loss of your friends, I think it only timely that we pursue this
at this moment.

Mr. KELLY. Thank you, Mr. Chairman.
Mr. JONE. The Chair now recognizes Mr. Thomas McIntosh, the

-second witness on the industry panel. Mr. McIntosh?

STATEMENT OF MR. McINTOSH _
Mr. MCINTOSH. Thank you, Mr. Chairman, distinguished mem-

bers of the committee.
I am Thomas S. McIntosh, president of the Zapata Off-Shore

Co. Zapata operates a fleet of 23 offshore drilling rigs. Cur-
rently, 12 of these units are in U.S. waters; the other 11 are operat-
ing overseas. We have a 24th currently under construction.

The Zapata Ugland is operated by my company and is currently
under contract with Mobil Canada, performing exploratory drilling
operations off the coast of eastern Canada. We are acting in the
role of an independent contractor to Mobil, our customer.

I thank you today for this opportunity to appear before you to
discuss the broad issue of offshore safety as brought into question
by the loss of the Ocean Ranger. The-Ranger tragedy affects all of
us in the industry. The incident touched Zapata and our colleagues
at -SEDCO closely because we both had rigs working near the
Ocean Ranger.
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On February 15, the Zapata Ugland was moored approximately
175 miles east of St. Johns, Newfoundland. This location placed us
some 19 miles north of the Ocean Ranger and 12 miles northwest
of the SEDCO 706.

Until we have more facts, I cannot speculate on what might have
caused the accident. On Saturday, February 13, the Zapata Ugland
was performing normal drilling operations. A weather report from
NORDCO was received which covered approximately the next 72
hours, through Monday the 15th. The report accurately forecast a
build-up in both-winda and seas on Sunday the 14th and on into
Monday.

Early Sunday morning, as a result of this weather forecast, prep-
arations to cease normal operations and secure for the rough
weather were begun at 0800 hours, as the seas began to build up.
By 1700 hours, all preparations had been satisfactorily completed.
As a further precaution, and as the weather continued to build, the
rig deballasted from its 80-foot drilling draft to a 75-foot draft. This
took place without incident.

The storm, here defined simply as "weather too rough for normal
operations to continue," lasted approximately 24 hours, from mid-
afternoon Sunday to midafternoon Monday. The well itself, I might
add, was routinely closed in and secured. There occurred no flow of
any kind from it.

The Zapata Ugland, like the Ocean Ranger and the SEDCO 706,
was built to weather storms more severe than the one that struck
February 14. In fact, on January 16, 17, and 18 of this year, all
three rigs successfully experienced a storm of possibly greater se-
verity than the one which sank the Ocean Ranger.

To date, inspections are still being carried out aboard the Zapata
Ugland, but these inspections have found no damage from either
storm. This is not surprising, as the Ugland was designed to with-
stand 100-foot waves and sustain winds of 100 knots.

The design also allows drilling operations to continue during 50-
knot winds and 30-foot significant seas.

The Ugland has spent its entire 8-year career drilling either in
the North-Sea or off the coast of New England and Canada. Zapa-
ta's five-rig semisubmersible fleet has a total of 29 rigyears of expe-
rience. We have a sixth semicurrently under construction and des-
tined primarily for severe environment regions. Additionally, we
have more than 25 rigyears operating drill ships.

As Mr. Kelly has explained, a semisubmersible is a type of rig
that is built with large pontoons which are submerged below the
water during normal drilling operations. It is a very stable struc-
ture, much more stable, for example, than the typical merchant
vessel. In fact, in the nearly 30-year history of our offshore indus-
try, I am aware of only four cases of semisubmersibles capsizing
due solely to weather.

One was in a 1964 hurricane. The second was in 1974 in the
North Sea. The third was the Alexander Kielland. The fourth was
the Ocean Ranger.

The sinking of the Kielland, which claimed 123 lives, was not,
however, a drilling accident. The Alexander Kielland was operat-
ing as a floatedl" or a floating hotel, not a drilling rig, thereby
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causing far more people to be aboard than a regular crew. Many of
the men on-board were not safety trained.
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Zapata has not lost a single crewman to a fatal accident in the
history of our semisubmersible operation. We have spent many rig-
years working in severe environment areas such as the North Sea
and the North Atlantic.

Working offshore is a hazardous business. Any industry that con-
--- onts the hostile environments at sea that we and other mariners

do is, by definition, hazardous. But it is not correct to say that the
offshore industry is the most hazardous in the world. Our work is
no more hazardous than similar industries that challenge hostile
environments, such as coal mining, construction, or marine trans-
portation.

We are doing everything that we humanly can to make our in-
dustry safer. During the past decade, the frequency of lost-time ac-
cidents in offshore drilling operations has fallen nearly 40 percent,
despite the fact that the number of man-hours worked has in-
creased nearly 200 percent.

We at Zapata have found a direct correlation between on-the-job
experience and decreasing accident frequency. This is one reason
why a new crewman begins intensive safety training the moment
he or she set foot on our rigs. We know this approach works. Since
we initiated our present safety program in the midseventies, we
have cut our lost-time accidents by 65 percent.

Lest I be misunderstood, my comments are not intended to praise
Zapata. Zapata is not the only safety-conscious company in our in-
dustry. Safety programs receive top priority from both our individ-
ual companies and from our trade association.

Mr. Chairman, I am submitting this morning as part of this
statement a number of documents typical of our industry's efforts
to safely operate rigs, train our personnel, and which address in
great detail subjects pertinent to this hearing. The material in-
cludes descriptions of the offshore industry and offshore drilling
rigs. It covers safety and accident statistics and presents a profile

-- of safety training programs.
Also included is a description of weather conditions as we now

know them at the time of the Ocean Ranger accident. In addition,
the material details procedures we follow in a potential emergency
aboard a rig, including abandon ship procedures.

This brings me to the end of my prepared remarks, Mr. Chair-
man. Thank you.

[The material follows:]

TzMONY OF THOMAS S. MCINTOii, PRESIDENT, ZAPATA OFF-SHoRE Co., HOUSTON,Tix.

Mr. Chairman, distinguished members of the committee, I am Thomas S. McIn-
tosh, president of Zapata Off-Shore Company. Zapata operates a fleet of 23 offshore
drilling rigs. Currently, 12 of these units are in the U.S. The other 11 are operating
overseas.

Thank you for this opportunity to appear before you today to discuss the broad
question of offshore safety.

The Ocean Ranger tragedy affects all of us in the offshore industry. The incident,
perhaps, touched Zapata and our colleagues at SEDCO even more closely-because
we both- had rigs working near the Ocean Ranger. Those of us who work offshore
share a common bond in facing the challenges and risks of the oil field and the nat-
ural elements of the sea.
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Until we have more facts I cannot competently speculate on the cause of the acci-
dent. This much I can say: Our designers and operating personnel are striving every
da to see that such accidents do not happen.

Te Ocean Ranger-like the Zapata Ugland and the SEDCO 706-was built to
weather storms more severe than the one that struck February 15. On January 16-
18 of this year all three rigs experienced a storm of greater severity then the one
that sank the Ocean Ranger, and there were no problems. The Zapata Ugland and
SEDCO 706 came through the same storm that somehow sank the Ocean Ranger,
and again, there were no problems.

We are not new to this kind of work. Zapata's semisubmersible fleet has a total of
29 rig-,ears of experience, including seven years in the North Sea and the north
Atlantc.

The term "semisubmersible" refers to a type of rig that is built with large pon-
toons which are normally submerged below the water line. It is a very stable struc-
ture; much more stable, for example, than the typical merchant vessel. -

Furthermore, a semisubmersible rig has a sophisticated ballast system, much like
a modern submarine, that insures that the rig remains on a nearly even keel. It has
to if drilling is to be at all feasible.

Unless there is something extraordinarily wrong, a semisubmersible is almost im-
possible to capsize. In fact, in the nearly 30-year history of the offshore industry I
am aware of only four cases of semisubmersible rigs capsizing. One was in 1964 in a
hurricane. A second was in 1974 in the North Sea. The third was the Alexander
Kielland, and the fourth was the Ocean Ranger.

The sinking of the Alexander Kielland, which claimed 123 lives was not, however,
a drilling accident. The Alexander Kielland was operating as a floating hotel, not a
drilling rig, and many of the men on board were not safety-trained.

Both the Ocean Ranger and the Alexander Kielland mishaps were exceptional in
the extreme; not only because of the nature of the accident, but also because of the
great loss of life. The overwhelming majority of rig accidents do not involve any loss
of life.

Zapata has not lost a single crewman to a fatal accident in the history of our
semisubmersible fleet. And, we have spent many rig years working in severe-envi-
ronment areas such as the North Sea and the North Atlantic.

I do not want to understate the magnitude of the Ocean Ranger accident. No one
can be untouched when 84 men die and a $100 million piece of equipment is lost.
But it is important that things remain in perspective.

When we have a rig accident, it can be spectacular. And because it is, it very le-
gitimately receives extensive news coverage. The airlines have a similar problem.

Working offshore is a hazardous business. Any industry that confronts the hostile
environments that we and other mariners do at sea is, by definition, dangerous. But
it is not correct to say that the offshore industry is the most dangerous in the world.
Our work is not more hazardous than similar industries that challenge hostile envi-
ronments, such as coal mining, construction, or marine transportation.

We are doing everything we can to make our industry safer. During the past
decade, the frequency of lost-time accidents offshore fell nearly 40 percent, despite
the fact that the number of manhours worked increased nearly 200 percent.

At Zapata, we have found a direct correlation between on-the-job experience and
decreasing accident frequency. This is one reason why anew crewman begins inten-
sive safety training the moment he or she sets foot on a rig.

We know this approach works. Since we initiated our present safety program we
have cut our lost-tune accidents by 65 percent.

Zapata is not the only safety-conscious company in the business. Safety programs
receive top priority attention from both our individual companies and from our
trade associations.

One question that would undoubtedly be raised in the course of the debate that is
already beginning to swirl around the Ocean Ranger accident is the question of
technology. Does the offshore industry use the best available and safest technology?

The answer is a firm "yes." We must in order to effectively challenge the increas-
ingly difficult environments we face in the search for new energy resources, and tostayecompetitive.

Weemphasize safety in the original design of our rigs and in the training of our
crews.

In speaking briefly today about accident statistics, safety training and new tech-
nology it has not been my intention to brush aside the Ocean Ranger accident. But
the ficident must not be blown out of proportion; it must not be allowed to become
a political football for every group that-for whatever reason-hopes to block the
development of this nation's Outer Continental Shelf.
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Our nation needs the energy resources that lie beyond the tide line if we ate ever
to become energy self-sufficient.

The Ocean Ranger accident is not a good reason to restrict or prohibit offshore
drilling. It is, instead, a challenge for all of us to continue to work together to fur-
ther improve safety on the seas while the search for-oil and gas goes on.

I am confident it can be done.
Mr. Chairman, I am submitting," part of this statement, a number of documents

which address in greater detail subjects pertinent to this hearing. The material in-
cludes descriptions of the offshore industry and offshore drilling rigs. It covers
safety and accident statistics, and presents a profile of safety training programs.

Also included is a description of weather conditions at the time of the Ocean
Ranger accident. In addition, the material details procedures we follow in a poten-
tial emergency aboard a rig, including abandon ship procedures.

If the Committee is interested, we also have a video tape of a model test on a rig
we are constructing in Japan. This rig is specifically designed to have the same
motion characteristics as the Zapata Ugland.

This brings me to the end of my prepared remarks, Mr. Chairman. I will be happy
to answer any questions that you or other members of the Committee have.

Thank you.

HISTORY OF THE OFFSHORE DRILUNG INDUSTRY

The offshore industry began between 1870 and 1900, when revolutionary oil dis-
coveries were made in Summerland on the California coast near Santa Barbara.
Production wells located on the beach made it apparent that oil fields extended
under the water. So, long wharves were constructed out beyond the surf line with
rows of drilling towers on them.

By 1910, oil was also being produced on three sides of Louisiana's Caddo Lake.
Then, in the spring of 1911, the first well ever drilled on an inland lake struck oil.
The activity at Caddo Lake continued, and by 1926 Gulf Oil Company had assem-
bled a sizeable fleet to prepare structures in the lake.

Summerland and Caddo fixed the pattern for marine drilling until the 1930s.
During this time, the piling-supported platform was the principal base used every:
where.

In 1937-1938, Pure Oil Company and Superior Oil Company drilled a well about a
mile offshore Cameron, Louisiana from a platform built on timber pilings. The drill-
iplatform had no quarters for personnel, so each drilling crew was transported to
*ork via shrimp boat. A promising field was discovered, and this one well seemed-to
open the whole continental shelf in the Gulf of Mexico to drilling.

Encouraged by discoveries and the conquerability of offshore drilling problems,
other companies began exploring the Gulf and moving gradually farther offshore.
By 1946, structures were located as much as six miles from land.

In 1947, offshore drilling was ready to take another leap forward with a more
mobile open-sea drilling base. The unit which sparked this advance was the Kerr-
McGee drilling tender, Frank Phillips, a converted Navy barge.

For the first time the mobile drilling base had-in addition to drilling equip-
ment-quarters for the drilling crews, galley, hospital, lounge, and recreation room,
FM radio transmitter and receiver, and ship-to-shore telephone. In effect, the off-
shore drilling rig became a self-contained base of operations just like its onshore
cousins.

The rig's first well struck oil, and by the fall of 1948 the outfitting of drilling
tenders was proceeding from Mobile, Alabama to Galveston, Texas.

In 1949, John T. Hayward designed the first platform that could move from well
to well offshore. Hayward's design used two pontoons-one on each side of the
barge . The pontoons could be ballasted independently-and their vertical positions
could be regulated by hydraulic jacks.

The barge was designed to be towed to the drilling site, and sunk to the sea floor.
By the early 1960s, the submersible drilling rig had become an important tool for
the offshore industry.

At the same time that drilling activity was quickening in the Gulf of Mexico, in--
terest in offshore exploration was increasing in southern California. It was recog-
nized very early, however, that some of the major developments in the Gulf could
not adapt to conditions along the Pacific Coast.

The ocean floor off California slopes steeply in contrast with the broad, gently
sloping continental shelf in the Gulf of Mexico. In places the Pacific shelf-defined
by the 600-foot contour-is not more than a mile or two wide. This rapidly shoaling
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continental shelf offers only a small area suitable for the support of bottom-resting
submersible barges.

These problems required something new in the design of a drilling base. The ideal
drilling tool would be highly mobile, yet not dependent upon bottom support. It
would be economical and would not require surface platforms. What was needed
was a floating vessel that could drill through a well head set on the ocean floor.

In the early 1950s the CUSS group-a combination of Continental, Union, Shell
-and Superior oil companies-was formed to jointly explore the submerged lands off
California. They were the first to try drilling from a ship.

The group obtained a surplus Navy patrol craft and named it the Submarex. They
converted the craft by constructing a cantilevered platform amidships which ex-
tended out over the water.

The first floating drilling experiments were performed in 1953. Experience with
this ship led to the development of the Cuss I, a converted Navy barge. Cuss I dem-
onstrated the feasibility of drilling afloat.

Floating vessels which were "transparent" to surface waves were the second basic
concept of flotation that emerged from early offshore experience. These vessels-
which came to be known as "semisubmersibles"-derived buoyancy from. vertical
columns or horizontal tanks rather from a conventional ship hull. This type of
vessel is partially submerged by flooding, and held in position with a carefully engi-
neered mooring system.

A vertical column has a relatively small exposed area at the water line and conse-
quently has a longer natural period in heave than a hull-type object. A column-sta-
bilized platform, therefore, is relatively less excited by waves of smaller periods
than is a bhip hull of the same mass.

If the dimensions of the structure are sufficiently large-as is usually the case-it
is also quite stable in pitch and-roll. The open, braced structure inherent in column
stabilization is "transparent" to surface waves and, thereby, reduces horizontal
motion.

The floating vessel-liberated marine drilling once and for all from the limitation
of water depth.

Another important type of offshore drilling rig is the self-elevating or backupp"
rig, which has legs that extend to the sea floor. The drilling platform can be jacked
up or down the legs, depending on the water depth. This rig design became the pre-
ferred exploratory tool for water depths between 100 and 300 feet---especially where

-prevailing sea conditions precluded the use of floating vessels.
By the mid-1960s the number of operating rigs grew to more than 200 units

having a total value of approximately 1 billion. In 1949, 30-foot water depths were
considered very deep, but by the mid 1960s, drilling in 300-foot water depths was
re rded as routine.

today, there are nearly 600 mobile drilling rigs operating in waters around the
globe. Drilling operations are considered in environments from the equator to the
Arctic. And in waters ranging from a few feet to more than 2,000 feet.

ZAPATA OFF-SHORE CO.

Zapata Off-Shore Company was founded in 1954 as one of the charter members of
the offshore contract drilling industry. Form its inception. Zapata Off-Shore has
been instrumental in pioneering the technology necessary to drill offshore. Zapata's
first rig, the Scorpion, was the prototype for future generations of electro-mechani-
cally elevating jackups.

In 1955, Zapata began conversion of a government surplus "Y/F' hull into what
was initially a tender used in support of platform drilling operations. Later, it
became the industry's first drilship capable of drilling with the derrick and sub-
structure cantilevered over the side of the hull.

In 1960, Zapata was successfully operating three of the "Nola" series of drillships
in water as deep as 200 feet. In 1963, Zapata took delivery of the Sidewinder, a drill-.
ship equipped with outriggers designed to improve the roll characteristics which
hadplagued earlier drillships.

In the 1960s, Zapata's operations were rapidly expanded with the addition of sev-
eral state-of-the-art jackup rigs capable of drilling in water depths of 250 to 300 feet

In the early 1970s Zapata took delivery of two units which have proven to be the
benchmarks for severe-environment jackups and semisubmersibles.

The Zapata Nordid, which has worked in the North Sea since its delivery in 1972,
was the largest jackup constructed to that time. Zapata has since eclipsed the record
size and structural strength of that rig with delivery of the Zapata Scotian in 1981.
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The Zapata Scotian was specifically built for operations offshore Nova Scotia, and
represents the state-of-the-art in jackup drilling technology.

Just as the Zapata Nordic and Zapata Scofian have become synonymous with ex-
cellence in backup ring design, so too have the Zapata SS-3000 semisubmersible for
severe-environment floating and the SS-2000 semisubmersible series for moderate-
environment, deep-water operations. I

Zapata's severe-environment semisubmersible, the Zapata Ugland, has compiled a
superior operating record since it began work in 1974. It has successfully operated
in the harsh environment of the North Sea, as well as in the North Atlantic off the
U.S. and Canadian coasts.

In 1975 and 1976 Zapata took delivery of four semisubmersibles which still repre-
sent the state-of-the art in conventionally moored, deep-water drilling technology.
These rigs-the Zapata Concord, Zapata Lexington, Zapata Saratoga, and Zapata
Yorktown-along with the Zapata Ugland, repreaent 29 rig years of semisubmersi-
ble drilling experience. The Zapata Concord holds the record for conventionally
moored, deep-water drilling from a semisubmersible in the Gulf of Mexico, having
successfully completed operations in 2,250 feet of water.

Last summer, Zapata Off-Shore Company concluded negotiations for the construc-
tion of yet another advanced-design semisubmersible, the prototype of the SS-4000
series. The SS-4000 incorporates the best features of the SS-2000 and SS3000f de-
signs, with the capability of severe-environment drilling in 2,000-foot water depths.

Zapata's staff of naval architects and design engineers have developed design vari-
ations of the SS-4000 which will accommodate dynamic positioning for ultra-deep
water depths or a full compliment of production equipment to facilitate the exploita-
tidn of economically marginal oil and gas fields.

EVOLUTION OF MOBILE OFFSHORE DRILLING UNITS

Two factors had the greatest influence on the evolution of offshore drilling rig de-
signs. These are water depth and environment. The development of offshore rig de-
signs during the last three decades has been closely tied to ever-increasing water
depths and increasingly hostile environments.

Early offshore units were little more than movable piers capable of being towed
from location to location. Then the unit was submerged, resulting in a bottom-sup-
ported structure. Knowledge gained from the operation of these submersible rigs
gave rise to two additional types: the jackup and the semisubmersible.

The jackup is the most popular of the mobile rig designs due to its relative insen-
sitivity to wind and wave forces. Jackup rigs consist of a sea-going barge supported
while drilling by three or four legs which project through the hull giving the ap-
pearance of a tripod or table. The legs are capable of being raised or lowered by
means of electric or hydraulic motors.

While underway, the legs are raised to the greatest extent possible above the hull,
enabling the barge to move with a minimum of impedance. On location, the legs are
lowered until securely in contact with the seafloor; continued "jacking" raises the
hull above the water high enough to assure clear passage of a storm wave beneath
the main structure.

Since the jackup, like the submersible, is supported by the seafloor during oper-
ations, the structural specification of its legs determines the maximum water depth
in which it can operate. At present, it appears the economic limit to backup oper-
ations is 300 feet of water. The legs associated with a jackup of this size are taller
than a 40-story building. -

The cost of constructing backups capable of operating in excess of 300 feet of water
rises exponentially with water depth. This fact has resulted in the development of
technology enabling drilling operations to take place from floating platforms or ves-
sels.

The earliest floating vessels were surplus hulls from intermediate-size Navy ves-
sels which were specially adapted to accommodate drilling equipment. Ship-shaped
drilling rigs offer two advantages relative to other types of floaters-ease of mobili-
zation over long distances and the capacity to carry large amounts of supplies.

The major disadvantage associated with drillships is their sensitivity to hostile en-
vironments. Drillships are, for example, rarely used to conduct drilling operations in
latitudes greater than 40'. Efforts to increase the stability of drillships through the,
use of outer sponsons and mooring design have been largely unsuccessful.

The need or additional stability in floating drilling vessels gave rise to the devel-
opment of the semisubmersible design in the early 1960s. The semisubmersible, as
the name implies, floats partially submerged at drafts of 40 to 80 feet, depending on
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the particular design and prevalent weather-conditions. The degree to which the rig
is submerged is controlled by the amount of seawater ballast taken aboard.

Like the jackup rig, the upper portion of the semisubmersible must have an eleva-
tion above the water-line sufficient to allow the passage of a storm wave.

When the semisubmersible is moved from location to location, the ballast is
pumped out of the unit and the rig floats on ship-like lower hulls. The semisubmer-
sible, while more stable than the drillship, is limited in the quantity of supplies
which may be safely stored aboard. Semisubmersibles have a higher center of grav-
ity because of a higher elevation above the water-line.

Floating drillings rigs--drillships and semisubmersibles-must remain stationary
over the seafloor location of the wellbore. Station-keeping is accomplished through
the use of mooring lines (chain, cable or a combination of the two) or dynamic posi-
tioning.

Conventional mooring involves using anchors and mooring lines to resist the tend-
ency of waves and currents to push the vessel off location. This means of station-
keeping is effective in water- depths of 2,000 to 3,000 feet of water, depending on
environmental conditions and the composition of the mooring lines.

Because of limitations associated with conventional mooring, the industry has de-
veloped a means of maintaining station without the use of mooring lines: dynamic
positioning systems. Dynamic positioning uses thrusters below the water-line to
resist lateral and transverse motions. The use of dynamic positioning can double the
rig's fuel consumption and is, therefore, useful only when conventional mooring
proves ineffective.

SKMI LBMnSIBLE IGS

Semisubmersible rigs are grouped according to three criteria: the environment in
which they are designed to work, their deckload capacity, and their maximum oper-
ating water depth.

The following table provides specifications on the two types of semisubmersible
rigs presently operated by Zapata, and a third model now under construction in
Japan.

The smallest of Zapata's semisubmersibles, the SS-2000 series, is designed for op-
eration in the Gulf of Mexico, U.S. East Coast and similar areas, where the operat-
ing environment and proximity of shore-based supply facilities place moderate re-
quirements upon the load carrying capacity and motion characteristics of the vessel.
These semisubmersibles are equipped for drilling in water depths of 2,000 feet.

The Zapata Ugland, the company's largest vessel currently operating, is designed
for the North Sea and similar areas such as Eastern Canada, where a stable vessel
with large load-carrying capacity is required due to the logistic problems involved in
resupplying the vessel during periods of severe weather. This vessel is equipped for
drilling in water depths to 600 feet.

The S8-4000 vessel, which is currently under construction, is very similar to the
Zapata Ugland in design, but was enlarged approximately 20 percent to accommo-
date the additional weight of a mooring system designed for operation in water
depths to 2,000 feet. The design also allows the rig to carry larger amounts of con-
sumable supplies. This semisubmersible incorporates ice-trengthening hulls and a
more comprehensive heating-system to allow seasonal operations in Arctic areas
such as the Bering Sea.

As a general rule, the more hostile an environment a semisiibmersible is designed
to operate in, the larger it must be to provide the load capacity and low motion re-
sponse needed to successfully operate. Water depth and well depth, on the other
hand, are generally not directly related to the size.

97-,M 0-82-11
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COMPARISON OF ZAPATA SEMISUBMIRSIDLE DESIGNS

ZAPATA ZAPATA ZAPATA

SS-2000 UGLAND SS-4000

Design Environment Moderate Severe Arctic

Platform Dimensions-ft. 260 x 200 367 x 210 257 x 203

M ximua Design Wave - ft.
Drilling: 75 100 119

Maximum Well Depth - ft. 16,000 - 16,000 - 20,000 -
20,000 20,000 25,000

Deckload Capacity - short tons 2,000 3,000 4,000-

Operating Displaceme~t - short tons
Drilling: 18,760 30,000 36,280
Survival: 16,750 27,500 33,530

Draift-ft. Drilling: 43 80 77
Survival: 35 65 61

Air Cap (vaterline to underside) - ft.
Drilling: 31 45 45
Survival: 39 60 61

Mooring System - No. of lines: 8 10 12
Size - inches: 2-3/4 3 3

Number of Crew 84 87 100

THE ZAPATA UGLAND CREW

The crew aboard a self-propelled semisubmersible rig consists of a marine crew
and an industrial crew. Because the Zapata Ugland is a Norwegian-flag vessel, its
crew is organized slightly differently than most U.S.-flag rigs.

Generally, the marine crew is responsible for the seaworthiness of the vessel, its
stability, its propulsion system, the lifesaving and fire fighting equipment, and those
functions normally relating to standard shipboard systems, such as propulsion, elec-
trical power, bilge, ballast, fire fighting, sanitary, etc.

The marine crew is divided into two departments: the deck and the engine depart-
ment. The deck department is headed by the barge master and consists of a stability
officer, a radio operator, two watch-standers, an assistant watch-stander, a bos'n and
two able-bodied seamen. The engine department consists of a chief engineer, a first-
assistant engineer, engine room operators and electricians. The chief engineer re-
ports directly to the barge master.

The industrial crew, headed by the senior toolpusher, is in general control of the
rig during drilling operations. The industrial crew is responsible for the drilling as-
pects of the semisubmersible rig and the associated equipment necessary to carry
out that function.

The industrial crew organization aboard the Zapata Ugland is structured as fol-
lows:

The person in charge of overall operations while the rig is in a drilling mode is
the senior toolpusher. He is assisted by a night toolpusher. Reporting to the tool-
pushers are the drill crews, roustabout crews, welder, subsea engineers, and rig me-
chanics.

The drill crews include a driller, assistant driller, derrickman, mudman and three
floor hands. The drill crew is physically responsible for the actual drilling of the oil/
gas well and all downhole activities relating to the actual of the well. The
normal work schedule for this crew is 12 hours on and 12 hours off.

The roustabout crew is led by the crane operator, who israssisted by an assistant
crane operator. Three roustabouts and a storekeeper comprise the crew. The roust-
about crew is responsible for moving materials about the rig, on- and off-loading
supplies from supply boats, and assisting the drill crew as necessary in functions
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such as moving pipe from the pipe rack to the drill floor. The roustabout crew also
is responsible for routine maintenance and housekeeping, except for crew quarters,
and works a schedule of 12 hours on and 12 hours off.

The subsea engineers are responsible for the blowout preventer stack, its mainte-
nance and operation, as well as all associated control systems.

Rig mechanics are responsible for the maintenance of the industrial equipment
aboard the rig.

The toolpusher works with the barge master regarding all items which effect the
loading/stability of the rig during the drilling operations. Such items could be the
addition of bulk material, the loading of casing, drill water, diesel oil, etc. During
the drilling operations, the -barge master will review the rig stability prior to on-
loading additional equipment, and will confirm that the rig is operating within the
limits prescribed in the approved operating booklet.

The marine crew, headed by the barge master, has complete control of the rig
while the rig is in transit-and during anchoring operations. The marine crew also
has control over operations of the rig any time the rig is disconnected from the
blowout preventer stack. During a severe storm, for example, the barge master is in
command.

Only semisubmersible rigs which are self-propelled have a licensed marine crew.
Zapata operates four semisubmersible of the SS-20000 class which are not self-pro-
pelled. The person in charge of these rigs is the senior toolpusher, assisted by the
toolpusher.

The general organization on a large semisubmersible is similar to that described
for a self-propelled rig. There is a drill crew, headed by a driller; roustabout crew,
headed by the crane operator; a marine crew, headed by the barge engineer; a main-
tenance crew, headed by the senior mechanic/electrician.

The difference between a self-propelled semisubmersible and a barge semisubmer-
sible is that the person in charge and maintains full command of the rig at all
times. All departments answer directly to the senior toolpusher on a barge semisub-
mersible.
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ZAPATA UGLAND
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SAFETY EQUIPMENT ABOARD ZAPATA'S PRESENT SENISUBMERSIBLE RIGS

SS-2000

QTY. TYPE CAPACITY

2 WHITTAKER SURVIVAL CAPSULE 28

1 MARINE SAFETY EQUIPMENT 42
LIFEBOAT

4 INFLATABLE LIFE RAFTS 25

* 175 (minimum) Life Preservers

* 8 Life Ring Buoys

• I Smith Weson Line Throwing Apparatus

* Fully Equipped Hospital Manned by Two RSTR's (medics)

* Emergency Generator CAT D343 with 250 KW Generator

* 2 Fire Pumps Specify Offshore Equipment - Model P1044

* CO System--Fiked System in Engine Room, Paint Locker, and
Mud Pump Room

* Organic Foam System for Heliport

* Dry Chemical in Galley and Heliport

* Hand Portable Fire Extinguishers, Class All, Bl, Cl, C11
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SS-3000

TYPE CAPACITY

2 WHITTAKER SURVIVAL CAPSULE 28

1 WATERCRAFT COVERED LIFEBOAT 44

8 INFLATABLE LIFE RAFTS 25

I RESCUE BOAT 20

0 175 (minimum) Life Preservers

a 175 (minimum) Survival Suits (for icy environments)

. Fully Equipped Hospital Manned by Two RSTR's (Ex-Canadian
Military Medical Personnel)

0 Emergency Generator - CAT D343 with 250 KW Generator

0 2 Fire Pumps - Layne Specific Model 10" VHC-3 480 GPM @ 428'
Developed Head

* CO System - Fixed System. Hard Piped to Engine Room,
Paint Locker, Propulsion Room, and SCR Room

. Organic Foam System for Heliport

• Hand Portable Fire Extinguishers, Class All, BI1, Cl, CIL
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LIFEBOATS AND LIFE RAMT

There are two types of fully enclosed lifeboats: the traditional boatshaped craft
and the capsule type. Both are stable and will right themselves if all the doors are
closed. Both are self-propelled. The boat-type craft can move faster (6 knots; versus 4
knots for the capsules), but capsules are more maneuverable.

Both kinds of lifeboats are equipped with provisions, medical supplies, radio trans-
mitters and beacons, seat belts and life vests.

The major differefibe between the two lifeboats are the launch systems. The tradi-
tional lifeboat is launched using two cables, while the capsule is lanuched with a
single cable attached to the top. The single cable arrangement makes the capsule
easier to retrieve because a crane can be used to hoist it.

While the lifeboat is the preferred means of escape from a vessel-especially in
severe environments-Zapata rigs also include life rafts onboard. Self-inflatable life
rafts can be either launched by a davit or thrown over the side. The rafts are not
fireproof, gasproof or self-propelled like lifeboats. They are, however, easy to tow,
and have paddles. Some protection is provided by a canopy which automatically
erects when the vessel inflates. In high waves and wind, the raft's motion can be
controlled to some extent by setting a sea-anchor.
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SAFETY STANDARDS AND AOCIDZNT8 iN FRONTIER DRIUJNG OPERATIONS'

In this time of national hypersensitivity to matters involving safety and environ.
mental quality, the very raising of the question of offshore safety seems to creat a
public presumption of guilt and negligence. In the offshore industry we find our-
selves in the uncomfortable position of being assumed guilty, and forced to prove
ourselves innocent.

I believe the offshore industry is up to the task of safely drilling in hostile, fron-
tier areas. The basis for my assertion: current performance.

And so saying, I enter the great debate.
On one side of the debate stand the critics of the industry who fault offshore

safety standards-and who specify increased regulation and extensive technological
change as remedies.

On the other side stands the industry itself. We believe the safety issue is misun-
derstood-that statistics have been used to paint an inaccurate picture. We believe
that improved safety can only come through an approach that stresses a human
solution.

We already have the equipment and the procedures to tackle frontier drilling op-
erations: the industry is ready to take on severe environments offshore. The key to
safe offshore operations is safety-trained and experienced personnel-not new regu-
lations or expensive hardware.

That was easily said, but not so easily done. Safety-trained personnel are not
something you order like so many tons of drilling mud. Developing safety-trained
personnel requires a detailed, often laborious, on-site effort.

And it requires something even more basic: a management commitment to view
safety as a managed activity like any other, and to give it whole-hearted support.

I Will have more to say on this topic in a moment. But let's begin this discussion
by laying some groundwork. Just how dangerous is the offshore industry? That
simple question does not have a simple answer.

To begin with: statistics here can be misleading. Every industry has a different
array o individuals working for it. In our industry, for example, a very large per-
centage of employees actually work on drilling rigs. In some companies, that rate
stands near 95 percent.

It can be misleading to compare the offshore industry with other industries unless
that industry has a similar ratio of persons actually exposed to industrial accidents.
An industry that has 40 percent white collar workers will certainly show a lower
accident frequency than one with 95 percent of its workers in industrial functions.

Statistical concerns notwithstanding, some conclusions can be drawn about off-
shore safety. Offshore drilling is, for example, more hazardous than selling insur-
ance, working in an office, or operating a service station. That is hardly surprising
because none of those vocations require working in the harsh environments often

- tackled by the offshore industry.
A recent report by the National Research Council, "Safety and Offshore Oil",

notes that:
"The frequency of injuries on oil and gas operations on the outer continental shelf

is comparable to that of other industries such as mining, maritime and heavy
construction."

The offshore industry has, in fact, shown a downward trend in the incidence of
disabling injuries during the last decade. Since 1973, for example, the frequency of
disabling accidents has fallen more than 20 percent. Yet during the same period,
the number of hours worked has increased nearly 150 percent.

Why, then, is the offshore industry considered an unsafe or unusually hazardous
industry?

In large part, this is a result of the "airplane syndrome." There is a widely held
belief that air travel is a dangerous business when, in fact, airline travel is safer
than taking your car out for a spin on the freeway. -o
- The difference is that auto accidents involve small-numbers of people and general-

ly receive only local attention. When an airliner goes down it is tragic and dramat-
ic, and receives international news-coverage.

.The-same is true of the offshore drilling industry. One accident last year alone,
caused more than one-third of the 331 deaths reported as a result of mobile rig acci-
dents during the entire decade of the 1970s. -

It can be argued that a extraordinary mishap like this may never happen again.
Nevertheless, this dramatic incident is responsible for much of the clamor to impose

1Conference on the Future of Gas and Oil From the Sea, Center for the Study of Marine
Policy, University of Delaware, Newark, Del., Friday, June 19, 1981
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more stringent safety regulations-and to revise technology aboard the world's off-
shore drilling rigs.

I am talking, of course, about the capsizing of the Alexander L. Kielland. Yet the
Kielland incident provides an excellent case study. It shows that improving offshore
industry safety is not entirely or even principally a technical problem: it is primar-
ily a personnel training task;

The Alexander L. Kielland was built as a drilling rig, but its Norweigian owners
never used it for that purpose. Since it was delivered in 1976, the Kielland has
served as an accommodation platform-a floatedl".

The platform of the rig was supported by five columns that served as pontoons.
These columns were, in turn, supported by series of bracings. The weakness in this
system was caused by a hydrophone, which had been welded to one of the bracings.

This was a critical error-:-and it was a human error. The welds were not as good
as they could have been. They resulted in the fracturing of the steel in the bracing.

On March 27, 1980, at around six p.m., the Kielland lay at anchor on the Ekofisk
field close to the production platform "Edda 27 C". The weather was rough with
high winds and waves running to more than 30 feet.

he stress was too much for the defective bracing and it parted. The redistribu-
tion of stress overloaded the five other bracii.gs connecting one of the five floatation
columns to the platform. They failed, then the column broke away entirely.

With that column gone, the Kielland immediately heeled over about 35 degrees
and temporarily stabliz~d. It continued to heel and sink, however, and 20 minutes
later turned upside down. In all, 123 of the 212 men on board lost their lives.

What caused this tragedy? Design problems were a contributing factor, but they
were made much worse by human error-both before and after the fact.

Norway is legendary for having probably the strictest rig regulations in the Free
World. As a consequence, the Kielland was inspected under the most stringent in-
tirnational principles then known, and passed those tests.

According to a member of the Royal Norweigian commission appointed to investi-
gate the Kielland accident, the cracks originated during construction. The rig was
inspected in the shipyard and in operation. Yet in both cases the inspectors missed
the fatal cracks caused by the hydrophone welds.

Design and technical problems augmented by human error explain why the Kiel-
land capsized, but they do not wholly account for the high loss of life in the acci-
dent.

Of the more than 200 men on the platform at the time of the mishap only a hand-
ful had significant offshore experience, or apparently had received the safety orien-
tation and training in use by most U.S. companies. This training, incidentally has
long been advocated by the International Association of Drilling Contractors, the in-
dustry trade association.

When the Kielland heeled over, panic ensued and men rushed to the lifeboat sta-
tions. Few took the time to get life jackets.

It was panic that was the greatest enemy on the rig that night. Nearly 200 men
were aboard the Kielland in one of the more-hostile marine envoronments in the
world. Yet, these men were virtually without safety orientation and training-with-
out a clear idea of what they should do in an emergency.

In Zapata's rig-based safety program we train our men and-women to deal with a
worst-case scenario: total loss of control They know to expect the unexpected. A
safety-trained rig crewman does not panic; he works as part of a team to solve the
problem or abandon the rig.

The International Association of Drilling Contractors issues what it calls the
"Charlie Report" every year. This report details injury statistics for both the on-
shore and offshore drilling industries.

In the 1980 Charlie Report, just out, the causes were reported for a total of 1,049
lost-time accidents in U.S. waters. Of these, 754-more than 70 percent-were at-
tributed to "unsafe acts" rather than "unsafe conditions". In foreign waters, 50 of
69 reported lost-time accidents were attributed to unsafe acts.

At Zapata, we find that there is a direct correlation between on-the-job experience
-and decreasing accident frequency. This is one reason why a new Zapata employee

begins intensive safety training the moment he or she sets foot on the rig.
We know this approach works: since Zapata initiated its safety program in 1977,

we have cut lost-tune accidents by 65 percent. Downtime due to equipment failures
was also reduced by 30 percent. Furthermore, employee attrition-always a problem
in industry-has decreased from more than 100 percent a year in 1977 to about 50
percent today.



166

I can add those additional numbers because at Zapata our strategy is to combine
safety with training for all employees. As far as we are concerned, the two are parts
of the same thing: doing a job right means doing a job in the safest possible manner.

Behind all of our safety and training programs-behind the more than two mil-
lion dollars a year we spend on our programs-is a deep and practical conviction.
We believe that preventing accidents and developing people's skills has a direct
positive effect on our company's profitability, and that is any business' bottom line.

Safety training must be viewed as a vita1 management function: as vital as per-
sonnel, as inventory, or as cash flow. Safety must be a production-oriented process:
your product is safety-trained personnel. A safer workplace means reduced down-
time. It means reduced medical and insurance costs. And it means better company
acceptance in the marketplace.

At Zapata-I cite examples from my company because I am ziost familiar with
them-our commitment to safety extends to the top levels of management. Among
other things our program includes regular meetings of our Accident Prevention
Review Board. Chaired by our senior vice president for operations, this panel re-
views accidents and insures that corrective action is taken.

We also award Safe Plan of Action Awards to emphasize the importance of having
a definite plan for safety in all situations.

At the rig level, the key operative in Zapata's safety program is the Rig Safety
and Training Representative-usually known as the RSTR. RSTRs provide full-time,
rig-based safety training, as well as administrative and employee relations assist-
ance, to our crews. Zapata's RSTRs are trained to provide emergency medical treat-
ment-many served as medical corpsmen in the armed forces-but their primary
responsibility is accident prevention.

The RSTR is one of the first people a new employee meets when he sets foot on a
Zapata rig. He -will see him again and an-on the drill floor, by the mud pits,
and at rig safety and training seminars.The RSTR becomes a trusted counselor to
the rig crew because they know he is there for their support and well-being.

Zapata's safety and training programs reduce downtime, and that reduces costs.
But they are also morale builders because they are "peple programs". They build a
feeling of belonging-of being a proud part of a highly successful operation. When
an employee takes pride in his job, he will take extra care to be efficient and pro-
ductive.

This is important in today's drilling industry. Just as the industry has changed, so
has its workers. Today we have a better educated, more sophisticated work force
than we had 20 or even 10 years ago. And a work force less tolerant of harsh envi-
ronments than their fathers were.

Compensation is one way we can make offshore work attractive, but that's not
enough. We also have to make the work place safer and the job less strenuous. And
we have to build that all important "esprit de corps."

Once again we fall back on our safety and training programs. Once again we have
a demonstration of-their importance as a management tool. Zapata's personnel
turnover is quite low within the industry-and we lay the credit to our safety and
training programs.

I should mention, incidentally, that there is a bonus to our safety program that
extends beyond safety or morale building. We are finding that the infrastructure we
have built-the management commitment, the communications network, and the
implementation procedures-can be very effectively used to manage other areas on
the rig. Job evaluation, monitoring the marine condition of the vessel, and inven-
tory control, are three of the areas that are responding favorably to the manage-
ment system we first built for our safety and training programs.

As far as I know, when Zapata initiated its safety program in its present form it
was the first in the industry. But it was quickly copied by other companies. That is,
certainly, a vote of confidence for Zapata. But it is also one more illustration of the
continuing concern for safety in the offshore industry.

When the International Association of Drilling Contractors' predecessor organiza-
tion was founded in 1940, the Safety Committee was one of the first committees or-
ganized. Today, the IADC sponsors 20 schools that work to insure that the organiza-
tion's membership is kept current on the latest in personnel development tech-
niques. Last year they provided courses for nearly 8,400 persons.

In the offshore industry we realize full well that we operate in hazardous areas.
We know we must do all we can to maximize the safety or our crews, and minimize
the danger of damage to our equipment.

Technology is not a restricting factor in challenging the frontier oceans of the
world: the technology is coming along just fine. In fact, a number of recent techno-
logical advances-better pipe-handling equipment, for example, or computer tech-
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nology and satellite navigation-have combined to make the offshore job easier than
it was a decade ago.

We have been quick to utilize technological breakthroughs-not because of gov-
ernment regulations, but because we have to in order to stay competitive-and to be
able to effectively challenge increasingly difficult environments.

Our efficient and effective equipment and training methods evolved because of
the difficulties of confronting real problems with finite resources. Few, if any, have
appeared as a result of government regulations.

Yet, when a dramatic tragedy such as the Kielland disaster focuses government
and public attention 3n the drilling industiT, the inevitable cry is for more regula-
tion. We can point to industries such as coal mining, however, which are highly reg-
ulated, but whose accident record is still worse than ours.

I do not want to give a mistaken impression here: the offshore industry is not ut-
terly without oversight now. We are already subject to numerous federal safety reg-
ulations while operating on this nation's outer continental shelf.

Our experience, though, has led us to question whether detailed government regu-
lations actually improve safety. That skepticism was deepened recently by an inci-
dent In the Gulf of Mexico. Two Coast Guard inspectors got aboard an old submers-
ible rig and proceeded to write a record 188 citations for failures to comply with
Coast Guard safety regulations.

It was only after the inspection was over, and the citations written, that the Coast
Guard discovered that of all the rigs in the owner's fleet the old submersible has the
best safety record! In fact, there had not been a lost-time accident on the rig for two
years.

I believe a strong argument can be made that the foundation of improved offshore
safety can rest neither on increased regulation, nor solely on technology.

No, people are the cause-and the solution-to safety problems. When safety pro-
grams are given the commitment of management and managed as a vital part of
the overall business operation, when they are based on on-the-job experience and
safety training, then the results can be outstanding.

In the offshore drilling industry we believe we have achieved a level of "accept-
able risk." The record of four decades clearly shows the offshore industry's commit-
ment to providing the safest possible working conditions, given the job we have to
do and the environment in which we must do it.

We are ready and prepared to-heet the challenges of drilling for and producing
petroleum in the world's frontier offshore areas.

Thank you.

ZAPATA'S SAFETY AND TRAINING PROGRAMS

RSTR: Zapata's rig safety and training representatives (RSTRs) provide full-time,
rig-based safety, training, administrative, and employee relations assistance to
Zapata rig crews. The RSTRs are trained to provide professional emergency medical
treatment if needed, but their major responsibility is in the prevention of accidents.
Zapata was the first drilling contractor in the industry to establish an RSTR pro-
gram. Similar programs now have been adopted by other contractors.

ZAP: The Zapata Accident Prevention (ZAP) program was developed to help oper-
ations personnel better accomplish their safety goals. This comprehensive program
consists of:

Accident Prevention Review Board (APRB), chaired by the Zapata drilling divi-
sion's senior vice president of operations, meets monthly to review recent accidents
and insure corrective action has been taken. The comments, or requests for addi-
tional information, from each review are sent back to the rig involved via the appro-
priate chain of command.

Accident Case Studies, which are distributed fleet-wide, document many of the ac-
cidents reviewed by the APRB, and offer insights into what happened and how it
could have been prevented.

ZAP Alerts are special bulletins distributed periodically to alert our rigs to poten-
tial dangers or serious accidents that occurred within the offshore drilling industry:

Safety and Training Audits are conducted regularly on all rigs by safety and
training professionals, to help crews identify and correct safety problems.

Safe Plan of Action Award promotes the importance of having a definite plan for
safely accomplishing all tasks. This award recognizes and rewards outstanding ef-
forts in critical situations through the use of a Safe Plan of Action. --

qarterly Safety Awards are presented to rig work teams to recognize employees'
accident-free teamwork and 'Olencourage effective accident prevention practices in
the future.
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OJT: Zapata's On-The-Job Training (OJT) program is a structured form of train-
ing that prepares employees for promotions in drilling, maintenance and marine job
categories. Extensive "hands-on' training, with the trainee's supervisor acting as
the instructor, is supplemented by videotapes and printed materials contained in
each rig's training library. Currently, Zapata has 23 OJT programs-for individual
classifications. In addition to and supplementing the rig-based OJT programs are:

Well Control Training for Drill Crews, a United States Geological Survey ap-
proved program to develop and maintain pressure control skills.

Weekly Safety Mteting program provides a regular opportunity for supervisors to
meet with their crews for planning and explanation of upcoming operations.

Weekly Emergency Drill program consists of regular drills that simulate fire and/
or abandon rig situations. The entire crew participates.

Timely Topics, a monthly instructional session conducted by the RSTR, which in-
volves the entire crew in a presentation and discussion of that month's safety topic.

OUTSIDE SCHOOLS

This program promotes enrollment in advanced technical courses for rig suporvi-
sors. All class information and schedules for drilling industry-and manufacturer-
sponsored courses are compiled and distributed to top rig supervisors semi-annually.

IN-HOUSE SCHOOLS

This program offers courses of particular significance to Zapata technicians and
supervisors. Developed by company drilling, engineering and training personnel,
these courses are conducted classroom-style with a tight focus on Zapata's specific
procedures and operational goals. In-house schools include:

ZEST (Zapata Effective Pupervisor Training) provides managers and supervisors
with useful information and techniques for being more effective leaders and team
players.

Z-WELD (Zapata Certified Welder's Training) provides rig welders with advanced
training and certification opportunities. To become "Zapata Certified Welders," par-
ticipants in the two-week course must pass a test that complies with standards and
requirements established by the American Bureau of Shipping.

Z-Fire (Zapata Fire Defense Course) is conducted four times each year in conjunc-
tion with the Fire Protection Division of Texas A & M University. This five-day
course provides key Zapata personnel with the knowledge and experience to develop
more effective rm prevention and fire-fighting practices on their rigs.

Z-Dex (Zapata Drilling Excellence Training) was designed to further develop
Zapata drillers' knowledge and skills, and to better prepare future drillers. The in-
tensive five-day course focuses on ZOS drilling procedures, well control and drilling
problems. An advanced Z-Dex has been developed for rig management personnel as
well as drillers who achieve the highest performance ratings in the basic Z-Dex
course.

EXAMPLES OF RIO SAFETY MATERAlS

Following is a copy of the General Safety Rules that are posted throughout
Zapata rigs and that are discussed periodically at rig Safety Meetings.

Rule #8 directs the reader to study the rig "Safety Bill" so he or she will know
his or her stations in case of a fire or other emergency. A copy of a Station Bill for a
Zapata semisubmersible rig follows the General Safety Rules.

The third document in this section is a copy of a page from the Log Book of the
Zapata Lexington, a semisubmersible rig presently working offshore Louisiana. The
document shows the frequency of fire and boat drills and safety and equipment
checks aboard the rig.



Basic
1. No smoking will be allowed In designated
hozodous areas on the rig.
2. Horseplay, practical joking and fighting are
positively prohibited.
3. The use or possession of drugs or
Intoxicating beverages is strictly prohibited on
the rig, crew boot or helicopter.
4. Housekeeping is 0 must. All areas and
accesses will be mointai ce at oll times.
5. Hondroile, should olhway be used when
going up or down ladders or stois.
6. Atmospheric conditions such as adequate
ventilation, presence of oxygen and absence
of explosive gases will be assured before
working in voids, tanks or other enclosed
spaces.
7. Loose Or boggy clothing, finger rings or
chins, will not be worn, and long hoir will be
pulled up under hard hot.

Emergency
8. Know your "Station Bill", the location of
your Ire and abandon station, and your
duties at these stations, You will be expected
to participate in all dnlls.

9. Know the location of the Ire fighting
equipment. Report used or missing ire
extinguishers to your supervisor. Never put a
spent extinguisher back before it is serviced.

Transportat on
10. Obere ol safety rules established for

helicopters and crew boots. Pay particular
attention to "skl per" and -pilot-
Instructions.
4 . The personnel basket Is to be used for the
transfer of personnel and personal baggage
only, and limited to four people at a time.
12. When working over or being transferred
over water, ol persons will wear a proper type
life vest securely fastened.

Protective Clothing
& Equipment
13. Hard hiots and hard toe boots will be worn
by of pesennel at ol times outside the
Quarters area.
14. Safety goggles ore provided for your eye
protection. They will be worn during any
operation where the eyes ore exposed to
ling or splashing particles. Face shields are
also provided to protect your face during !
these some operations and should be used
with eye protection.
15. Protective clothing and equipment such
as rubber oprons and gloves, eye and face
protection and dust masks will be worn when
mixing caustic or other harmful chemicals.
16. Hearing protection will be worn when
working in designated noisy areas for
prolonge periods.

Tools & Equipment
47. il porble electric toos and droplights
will be effectively grounded.
45. Hand tools such as hammers, haver
wrenches, and pipe wrenches will be kept in
good condition and properly stored.
19. Labor saving devices such as "come
olongs", block and tackle, overhead hoists
and ow tuggers will not be loaded beyond
rated capacities.

Reporting
20. Defective equipment, machinery.
hazardous conditions or unsafe work
practices or conditions shall be reported
immediately to your supervisor or the
Toalpustwo
21. AN Injuries will be reported to your super-
visor regardless of how minor they may seem.
22. Regular weekly safety meetings will be
held to discuss and promote accident
prevention on your rig.

Work Smart
23. Stay Ole at all times. Know what is going
on around you. Know the safy operating
procedures concerned with your assigned
duties. When in doubt, ask your supervisor or
the Toolousher.
24. Keep hands and feet clear of "crushing"
paints.
25. Always get help when physically lifting
heavy loads. Use proper lifting techniques. Do
not walk, work, or stand under suspended
loads.

N
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STATION BILL
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YEARLY ACCIDENT FREQUENCIES - U.S. OFFSHORE INDUSTRY

LOST-TIME ACCIDENT
YEAR TOTAL MAN HOURS ACCIDENTS FREQUENCY

1973 15,313,919.25 797 52.04

1974 3,883,462.00** 782 49.96

1975 18,663,520.00 781 41.85

1976 18,184,585.00 1,076 59.17

1977 28,834,239.00 1,343 46.57

1978 36,173,267.00 1,797 49.08

1979 36,043,945.74 1,646 45.66

1980 37,077,474.00 1,518 40.94

1981t 43,629,455.00 1,485 32.09

* Accident Frequency - Lost-ti"m Accidents i1,000,000

Han Hours of Work

* let Quarter Only

t Preliminary Figures

SOURCE: International Association of Drilling Contractors

-47-
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U.S OFFSHORE
LOST-TIME ACCIDENT
FREQUENCY & MAN HOURS WOPXED

1973-1981

Frequency Rate -38%

Marnhours Worked +185%

1973 1974 1975 1976 1977 1978 1979 1980 1981

SOURCE: International Association of Drilling Contractors

-48-
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OFFSHORE INDUSTRY

TOTAL LOSS ACCIDENTS PER REG YEARS

SUBMERSIBLES

JACKUPS

BARGES
(Non self-propelled)

DRILLSHIPS

SDIISU&MERSIBLES

TOTALS

Legend: Rig Years
Accidents

1956-60 1961-65 1966-70 1971-75 1976-80 TOTALS

128 143 139 101 98 609
-1 0 0 1 0 -- 2

118 208 445 639 1041 2451
2 6 T=-47

57 87 124 137 142 547

16 42 95 144 268 565
-0 -0 0~ 0 00

8 18 99 250 578 953
-2 1 T 4 T

327 4987 10 902 1271
10 16

2127 5125
20 63

NOTE: The mortality rate against rig years by 5-year increments shows a significant downward
trend in accidents. In the 10-year period between 1955 and 1965 the accident ratio
to rig years yes 2.12; however in the lest 5 years the ratio dropped to 0.9% and the
overall cumulative ratio dropped to 1.2Z.

OFFSHORE INDUSTRY

TOTAL LOSS ACCIDENT CAUSES

ENROUTE STORM ON
FOUL WEATHER LOCATION

TOTAL COST
BLOWOUT OTHER (MILLIONS)

Jackups

barges

Semisubmersiblea

Submersibles

20 7 10 10 $415.4

2 0 13.9

140.1

0 0 0 5.1

-49- -w
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SEMISUBMERSIBLE RIG ACCIDENTS 1955-1981

OWNER DESI

Blue Water Drlg.

Royal
Dutch/Shell

Ocean Prince Odeco

Ocean Traveler Odeco

Ocean Viking Odeco

Table Provided by Rowan Companies, Inc.

ACCIDENT
IGN LOCATION DESCRIPTIONRIG NAME

Blivater

N OF ACCIDENT

G. of Mexico Capsized and sank during
Hurricane Hilda. Not salvaged.

1964

Bottle type,
converted
submersible

1965

Sedco 135
design,
3 columns

1968

Odeco "Ocean
Queen" design,
8 columns, 4
lower parallel
hulls

Odeco "Ocean
Queen" design,
8 columns, 4
lower parallel
hulls.

Odeco "Ocean
Queen" design,
8 columns, 4
lower parallel
hulls.

Broken up while under tow to
Borneo. 13 casualties.
Not salvaged.

Destroyed by storm while
sitting on bottom as a
submersible (35-50 ft. waves,
40 mph winds). Hull broken
up. Not salvaged.

Minor structural damage during
storm. Repaired.

I

Minor structural damage during
storm. Repaired.

COST OF
DAMAGE

$5.7 MM

$7.5 HM

CA
$7.0 MM

Insignificant

Insignificant

South China
Sta

North Sea

North Sea

North Sea

Bruyard
(Also called
Sedco 135 B)



Sanja Fe Int'l.

Sedco 135 C Sedco, Inc.

Transworld 61 Transworld Drlg.

1969

Santa Fe
Mariner design,
6 columns, 2
lower parallel
hulls.

Sedco
135 design,
3 columns

1970

Transworld
design, 2
outriggers, 4
self-elevating
columns.

1971

Argentina

stralia

Soulh Africa

Mariner I

Odeco Odeco
"V-shaped"
design.

Odeco Haersk Breit 'Zephyr"
desin , 4 columns,
2 lo er parallel
hulls.

Gulf of Blowout. Slight damage.
Mexico Repaired.

North Sea Lost riser system during
storm. Repaired.

Santa Fe Int'l.

1973

Santa Fe "Mariner" Trinidad
design, 6 columns,
2 lower parallel
hulls.

Blowout. 1 casualty.
oRepaired. See 1969.

$0.2 MM

$3.5 MM

Structural damage during rough
weather. Repaired. See 1973.

Severe fire damage from blowout.
Repaired.

High wind and rough water did
damage to legs while moving on
location. Repaired. See 1974.1

Ocean Driller

Zephyr I

Mariner I

Insignificant

$0.2 MM

$2.3 MM

$0.8 ?1

I



1974

Odeco Maersk Breit "Zephyr"
design, 4 columns,
2 lower parallel
hulls.

Penrod Drlg. Modified "Penrod
70' design, 6 cola,
2 lower parallel
hulls, propulsion
assisted.

North Sea Structural cracks in leg
numbers. Repaired.

New Zealand Fire in stabilizer column.
ISlight damage. Repaired.

Transocean III

Transworld 58

Transocean Drlg.

Transworld Drlg.

Transword 61 Transworld Drlg.

Margie Atwood Oceanics

Transworld 61
design, 2 out-
riggers, 4 self-
elevating cola.

Transworld design,
Rectangular hull,
4 bottles

North Sea
130 mi.off
Orkney
Islands

North Sea

Transworld design, North Sea
2 outriggers, 4 self-
elevating columns

1975

Breit Engr.
"Zephyr" design,
4 cola, 2 lower
parallel hulls

Capsized during storm. While
preparing to be moved to Norway
for repairs, unit sank.
Not salvaged.

Storm damage. Repaired.

Structural cracking during
storm. Repaired. See 1970.

Australia 7-inch structural crack in
joint. Repaired.

$16.4 M1

$7.0 IM

$0.8 MM

$1.2 MM

Zephyr I
r

Penrod 74

$3.0 MI

Unknown



Penrod 71

Mariner 2

Deep Sea Driller
(Now Byford

Dolphin)

Penrod Drlg.

Sanla Fe Int'l.

Deep Sea Drlg.
(Now Aker Grp.)

1975 (cont.)

Penrod "70"
design, 6 cola,
2 lower parallel
hulls, prop lsion-
assisted

Santa Fe "Mariner"
design, 6 cola, 2
lower parallel hulls

1976

Aker H-3 design,
8 cols, 2 lower
parallel hulls,
self-propelled

Atlantic
Ocean

Structural damage during storm \$0.8 M
while in tow to North Sea. I

Repaired cracks in metal where
leg and pontoon joined. See 1977.

Gulf of Lost BOP stack in blowout.
Mexico Repaired.

North Sea High storm winds ran unit
aground while In tow. Three (1
killed. Declared total loss $
by ins. co. Company only paid (I
$17.5 MM (although unit valued r
at $35 MH) and Dep Sea retained
ownership. Unit sold to Aker Grp.
who refurbished it for own use.

$1.5 MHI

1
17.5 t
Pd by ins co
23 H
Estimated
pair costs)

Deapsea Saga Deep Sea Co.

Ocean Rover

Penrod 71

Odeco

Penrod Drlg.

Aker H-3 design,
self-propelled

Odeco 'Ocean
Victory" design,
8 cols, 4 parallel
pontoons, self-
propelled

1977

Penrod "70" design,
6 cola, 2 lower
parallel hulls,
propulsion assisted

North Sea Fire on rig caused by minor
gas leak. Unit evacuated.
Repaired.

120 mi.off Collision between rig and
Aberdeen, fishing boat. One column iias
Scotland holed above water line.

Repaired.

North Sea Structural cracks in joint
damaged previously in storm
(see 1975). North Sea weather
highlighted problem farther.
Repaired.

Ins-ignificant

$0.5 MM

§1.0 NM

)



Sedneth I

Transworld 58

Ocean Endeavour

Sedco 135

Sea Drilling
Netherlands

Transworld Drlg.

Odeco

Sedco, Inc.

Sedco 135 C Sedco, Inc.

Alexander
Kielland

Stavanger Drlg.

1978

Shell design,
rectangular hull,
4 columns

1978

Transworld design,
Shipshape v/2 out-
riggers, 4 self-
elevating columns

Ocean Victory
design, self-
propelled

1979

Sedco tripod
design, 3 cols.

1980

Sedco 135 design,
3 bottles

Pentagone design,
5-sided hull,
5 columns

Gulf of
Mexico

Blowout. No fire. Repaired.

North Sea, Structural cracks due to
Argyll fatigue. Repaired.
Field i

Australia Cable snapped dropping well-
-Bass head to deck. Two men killed,
Straits 4 injured. No structural

damage. Skid beams to 8OP
replaced.

Mexico
-Bay of
Campeche

Nigeria

Blowout and fire. Rig badly
damaged. Unit towed off
location and sunk by owner.
Declared total loss.

Blowout and a fire.
Total loss.

North Sea Leg collapsed - possibly due
to metal fatigue. Unit capsized
and sank. 123 men killed. Total
insurance loss.

Not reported

Not reported

Insignificant

$22.0 HK

$18.0 MM
(Insurance

value)

$62.4 MM

I



Stavanger Drlg.

Transworld Drlg.

1980 (cont.)

Pentagone, 5-sided
hull, 5 columns

Transworld,
rectangular hull

North Sea Fire caused by welding work
being done to convert back
to a drilling rig. Damage
to engine room. Repaired.

North Sea Leg damage when collision
- Argyl occurred with supply boat.
Field Repaired.

People's Republic Aker H-3, self-
of China propelled

1981

Penrod 71 design,
retangular hull,
6 columns,
2 parallel pontoons

China Damage to pontoons from
scrapping bottom. Repaired.

Philippines Damaged by coral reef.
Damage to thrusters and
electr cal cables. Repaired.

Not reported

Not reported

Henrik Ibsen

Transworld 58

South Seas I
(Pai Lung)

Penrod 74

$400,000

Not reported

Penrod Drlg.

00
0
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SEVERE WEATHER AND ABANDON RIG PROCEDURES

Like other offshore drilling contractors, Zapata has a manual detailing appropri-
ate procedures to take in the face of severe weather and other potential disasters.
The-Zapata manual includes procedures for dealing with a man overboard, fire
fighting, rig stability, hurricane preparedness, well blowouts, lifesaving equipment
and procedures, and abandonment of the rig. -

In severe northern environment, such as the North Sea or offshore Canada, a rig
is abandoned only as a last resort. This is the same procedure used by ships operat-
ing in those areas. The reasoning is practical: the icy environment of the North At-
lantic or North Sea is so hobtile that a man afloat or in a small craft has little
chance of survival; he is almost always safer staying with the rig or ship. Severe-
environment rigs are built to ride out virtually any storms that can occur.

An accident like the Ocean Ranger is extremely rare; there have been only two
accidents of this type in the history of the offshore industry. The Ocean Ranger was
one, and the Alexander Kielland, which sank in the North Sea in 1980 with a loss of
123 lives, was the other.

Rigs are abandoned only in response to highly unusual circumstances. As in the
case with ships, the master of the rig makes the determination to abandon based
upon his evaluation of the unique conditions at that time. In deciding to abandon a
rig, the master must determine that the alternative of remaining on the rig will
mean certain death.

Except for hurricanes, a rig is not abandoned for storms. Hurricanes are generally
much more severe than most storms, and there is usually several days warning.

This is the typical procedure that a Zapata semisubmersible rig would follow if
the weather service reported that a storm was on the way:

1. Compare weather report with local conditions.
2. Check availability of transportation.
3. When rig motion becomes severe enough, suspend drilling and prepare to hang

off drill pipe.
4. Begin preparing rig for storm: tie down and stow all loose equipment; prepare

and double check stability calculations for increasing the air gap (the gap between
the drill floor and the-water) to storm draft. Usually, in storm draft some ballast is
pumped out of the rig's pontoons, so it rides higher in the water. This allows bigger
waves to pass under the drill floor.

5. Hang off pipe and make preparations to disconnect from the well.
6. Disconnect the riser (the pipe that connects the rig to the sea floor).
7. Slack off the mooring lines. If the lines are too taut, there is a risk 1hat they

could snap.
8. Deballast and raise the main deck to storm draft before the mounting waves

get near the deck bottom.
9. Prepare to ride out the storm. All hands indoors; all water-tight- hatches

dogged.
10. Monitor all systems to keep watch for any emergency endangering the rig.
11. If an emergency arises, correct it if possible.
12. Abandon the rig, only if it is impossible to keep the rig afloat. Abandonment is

delayed until the last possible moment.

WEATHER CONDITIONS SURROUNDING THE OCEAN RANGER SINKING

The following charts show the weather conditions experienced by the Zapata
Ugland during February 13-16, 1982. The Ocean Ranger sank on February 15. The
Zapata Ugland was working on the Grand Banks approximately 175 miles southwest
of St. Johns, Newfoundland, in the drilling area designated West Flying Foam L23.
This area is located at 47 degrees 2 minlites 43.7 seconds north latitude and 48 de-

49 minutes 17.15 seconds west ougitude, or about 15 miles from the Ocean.
Rner.
Following the weather tables (Tables 1-4) is a table (Table 5) comparing weather

forecasts with actual weather experienced by the Zapata- Ugland during February
13-16.

Table 6 compares the weather during February 14-15 with another severe storm
the Zapata Ugland experienced the month before.
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TABLE 1: FEBRUARY 13. 1982

Time

Winds

Sea

Temp.

0600

NW 37-41 kts

15'

-3.

1200

WNW 33-41 kts

15'

-60

1800

WNW 24-41 kta

12'

-7.

kte a knots

TABLE 2: FEBRUARY 14, 1982

Time

Winds

Sea

Temp

Maximum
Combined
Seas

0600

SEE 44-50 kts

12'

-4.

1200

SE 50-57 kta

18'

+10

1800

SSW 80-92 kts

20'

-10

33'

kts - knots

2400

S 10-41 kte

8'

-6*

2100

W 70-82 kts

33'

53

56'

2400

W 66-78 kta

36'

-5.

72'



TABLE 3: FEBRUARY 15, 1982

)100

1-79 kts

32'

-5.

0200

W56-76 kts

30'

-5.

0300

W61-69 kts

34'

-5.

0400

W56-68 kts

28'

-5.

0600

W54-68 kts

28'

-60

53' 49' 57' 47' 46'

noon

WNW52-60 kts

26'

-5.

43'

1800

SWNW50-54 kts

24'

-6

40'

2000

WNW45-51

23'

-6

38'

2400

kta WNW42-47 kto

20'

-7.

34'

kts - knots

Tie

Winds WI

Seas

Temp

Maximum
Combined
Seas
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TABLE 4: FEBRUARY 16, 1982

0600

W 33-42 kts SWS

16'

-.

28'

1200

18-42 kts SSE

18'

-4.

34'

1800 2400

28-29 kts NWW 40-42 ktm

14' 18'

-2" -s1

31' 34'

Time

Winds

Seas

Temp

Maximum
Combined
Seas

kta - knots



TABLE 5: COMPARISON OF ZAPATA UCLAND ACTUAL VS FORECAST

FORECAST

2030 HRS FEB. 13

S

10

.15

2

3

GLAND ACTUAL

(2000 HfS)

Nww

23

41

12'

FORECAST

1430 HRS 2-14

SW

55

70

13'

22'

UGLAND ACTUAL

(1400 itS)

S

56

62

18'

UGLAND ACTUAL

0200 HRS

W

56

Wind

Direction

Speed

Max Speed

Sea

Height

Max Ht

FORECAST

2-15 0230 HRS

NW

60

75

22'

39'

Maximum
Combined
Sea

0-4
00
01o

76

30'

30'

(

i i

49'
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TABLE 6: COMPARISON OF JANUARY 16 STORM VERSUS FEBRUARY 14-17 STORM

1200 - Jan. 16

Wind SW 68-76 kts

Seas 57'

Temp of

Maximum -.
Combined
Seas

kts - knots

0100 - Jan.-17

W 56-69 kts

42'

+1"

2400 - Feb. 14

W 66-78 kta

36'

-5.

0200 - Feb. 15

W 61-69 kta

30'

-5.

53'72'

-64-
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Mr. JONES. Thank you, Mr. McIntosh. The Chair now recognizes
Warren Sexton.

STATEMENT OF MR. SEXTON
Mr. SEXTON. Mr. Chairman, gentlemen, my name is Ralph

Warren Sexton. I am employed by SEDCO, Dallas, Tex., as a vice
president in SEDCO's drilling division and have been with SEDCO
for over 16 years. My area of activities is that of operations of our
drilling equipment in North and South America and South Africa.

SEDCO has owned and operated semisubmersible offshore drilling
units since May 1965. At the moment, we have 20 semisubmersible
drilling units in operation, 7 more presently under construction,
and 3 drill ships in operation. This constitutes our floating drilling
fleet.

Our floating drilling fleet has accumulated a total of 231 rigyears
of operation up until the first part of this year. Twenty-two and a
half of these rigyears of operating experience have been offshore
Canada; two rigyears offshore western Canada, and the remainder
offshore eastern Canada, primarily on the Scotian Shelf and the
Grand Banks.

Additionally, in another well-known harsh weather environment,
the North Sea, we have accumulated 51 rigyears of operations.

The SEDCO 706 was designed by Earl and Wright of San Fran-
cisco, was built at Kaiser Shipyard in California, is ABS certified
and classed for unrestricted sea service, and meets ABS environ-
mental design criteria as relates to environmental conditions as fol-
lows: winds of 100 knots, 110-foot waves with an 18.8-second period,
and a current of 2.4 knots, all colinear.

We remain moored on location with 8 30,000-pound LWT an-
chors, each connected to the rig by 4,000 feet of 3-inch chain. The
SEDCO 706 drilling unit is owned by SEDCO Maritime, Inc., a
wholly owned subsidiary of SEDCO, is a U.S.-flag vessel- and as
such is certified, documented, and inspected on a regular basis by
the U.S. Coast Guard and ABS.

Members of each of these two organizations were recently on-
board our unit in Mortier Bay in Newfoundland, as we are at pres-
ent undergoing an inspection. Our last inspection by these agencies
was conducted in September 1981.

Although some of our floating drilling units are non-U.S.-flag
vessels, all conform to rules and regulations set forth by the Inter-
national SOLAS Convention of 1974 and the updated ABS of Lloyds
Registry and are generally in accord with U.S. Coast Guard specifi-
cations.

In eastern Canada, we have found that storms which create
waves in excess of 40 feet can be expected approximately four
times each year. During our 20-plus rigyears of operating in the
cold, rough waters off eastern Canada, we have never experienced
a SEDCO employee fatalit aboard any of our units that was
weather related. Our SEDCO 706, now offshore Newfoundland, has
been operating there for just over 2 years. As of Thursday, March
4, 1982, this particular rig operation has gone 631 days without a
lost-time accident, an enviable record and one of which we are
quite proud.

7-89 0-82-18
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It is our experience, particularly in the winter months, that in
eastern Canada one can expect storms just as a matter of routine.
Even though wave heights during the storm of February 14 and 15,
1982, exceeded 40 feet for just over 24 hours, and the peak of the
storm yielded wave heights between 55 and 60 feet, accompanied
by wind gusts just in excess of 90 knots, and a maximum sustained
wind of 1-minute duration of 70 knots, none of these values came
close to establishing new records as far as our experience is con-
cerned with rough sea conditions.

As an example, in the late 1960's, while operating off western
Canada, one of our semisubmersible units experienced a 95-foot
wave accompanied by winds in excess of 100 knots while moored on
location in 550 feet of water. This unit was brought into protected
waters after the storm abated, and a thorough inspection turned up
no significant structural problems or damage to equipment on
board.

As semisubmersible, offshore drilling units offer a far more
stable floating drilling environment than do ship-shaped hulls.
They are more often selected for known harsh .weather environ-
ments by our customers. And, since we clearly have many more
semisubmersibles than ship-shaped hulls, most of our floating drill-
ing experience has been in the harsh weather environment.

Thank you very much.
Mr. JoNEs. Thank you, Mr. Sexton.
I say to the committee members who have come in the room

since we convened the meeting, the Chair announced on convening
the meeting that we would abide by the 5-minute rule; it is invoked
today in order for all members of the committee to have an oppor-
tunity to ask whatever questions they may see- fit within the limi-
tation of their time.

At this time we will question the three witnesses. You may
direct your questions to any one of the three or all three, which-
ever you see fit. Mr. Kelly, I have a couple of questions, if you don't
mind, sir.

Our committee's information is that ODECO is the owner and
operator of the Ocean Ranger, with full control of all operations.
Yet press reports out of Canada consistently quote spokesmen from
Mobil rather than ODECO. The question is, who exactly had oper-
ational control over the Ocean Ranger?

Mr. KLLY. Well, that has to do with the relationship that exists
between the customer and the contractor. In this case, the custom-
er is Mobil Oil, and we are the contractor.

Now, we enter into a formal agreement which is typical of the oil
field-it has grown up that way-in which the customer hires us to
provide all of the men and materials to accomplish anlobjtivein
drilling.

The securing of those materials, the training of the men, the
equipment, it is owned by and operated by the contractor. That is
his responsibility. His responsibility is to the customer to perform,
as an independent contractor, what is asked of him.

Now, of course, as a contractor, you are subject to the regulatory
bodies, as everyone else is; indeed the U.S. Coast Guard or what
have-you as to wherever you are. You may be regulated independ-
ently. Now, Mobil, on the other hand-and our company's two
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principal lines of business are offshore oil and gas production and
contract drilling, so we do understand it-has the license or the
lease to explore for oil. They have certain property rights there.
They are responsible in this case directly to the Government in fol-
lowing through in their original license or grant.

The Government also insists that they exercise certain standards
in drilling the well-the casing program, the mud program-much
like the U.S. Geologic Survey does for us. They look after the well
and the Coast Guard looks after the rig.

So Mobil has a primary responsibility to Government to see that
they conduct a safe operation out there. In a typical situation like
this, it is their property and their well, and I would think, typical-
ly, they are the ones that meet with the press. We just do not have
any high-powered press relations in that sense, and we have avoid-
ed radio and TV and all of it because we don't know what to do
with that.

So I think it is very normal and natural that they should re-
spond because the Government looks to them, basically -they are
the ones that got the license-to respond to the press. But the men
and the rig; they are the contractor's.

Mr. JONES. Thank you, Mr. Kelly.
Does ODECO or any other party have copies of the radio logs

covering February 14 and 15, and can thescommittee be provided
transcripts if you do have them?

Mr. KELLY. Yesi We may have them, but the U.S. Coast Guard
has all of this. They are party to that hearing up there, and they
have everything that -anybody has. We are just one. You have the
Federal Government of Canada, the Provincial Government of
Newfoundland, the U.S. Coast Guard, Mobil, and ODECO. So you
already have that.

Mr. JONES. Fine. We will contact the Coast Guard. Thank you,
sir.

One final question, Mr. Kelly. How many bodies have been recov-
ered thus far? -

Mr. KELLY. Twenty-two.
Mr. JONES. Twenty-two. Now, were these men clothed and outfit-

tedgProperly for any evacuation?
r. KELLY. Some of the men-I think all of the ones they found

had life preservers. Some had the so-called survival suits as well.
Mr. JONES. Here again we are dealing with rumors, perhaps, but

is it true that some of the bodies were clad only in underclothes?
Mr. KELLY. I am not aware of that.
Mr. JONES. You cannot answer that.
Well, thank you very much, Mr. Kelly.

- The Chair recognizes Mr. Snyder from Kentucky.
Mr. SNYDER. Thank you, Mr. Chairman.
Mr. Kelly, when did the Ranger switch from Panamanian flag, toAmerican flag?
Mr. KELLY. I think around December of 1979.
Mr. SNYDER. Was it necessary for it to get a drydock inspection

to do that?
Mr. KvELy. I think so, I don't know that it was a drydock; it may

have-been a survey in lieu of a drydockng, but they did structural-
ly inspect the hull.



190

Mr. SNYDER. Has it ever had a drydock inspection since it was
built?

Mr. KE:LLY. I would have to check on that. No.
Mr. SNYDFR. And how old is it?
Mr. KEuLiv. Six years old.
Mr. SNYDER. Is it customary for MODU's to have drydock inspec-

tions during the course of 6 years?
Mr. KELLY. Well, it depends on how the rigs are classed. I think

all but one of our rigs are classed by the American Bureau of Ship-
ping. They have, I believe, every 4 years, a structural inspection.

Mr. SNYDER. By Coast Guard and ABS, or by either one?
Mr. KELLY. In our case, all except-we had, until the Ranger, 40

rigs, and all are ABS except one. §ome are Coast Guard; some are
not. Some are U.S.-flag vessels and some are not.

Mr. SNYDER. What about the Ranger?
Mr. KELLY. The Ranger was a U.S.-flag vessel--
Mr. SNYDrP. I am aware of that.
Mr. KELLY [continuing]. And also ABS classed. And all of the in-

spections of the American Bureau of Shipping were current.
Mr. SNYDER. What about the Coast Guard inspections? Were they

current?
Mr. KELLY. No. There was one that was not.
Mr. SNYDER. How often is the Coast Guard supposed to inspect

the vessel?
Mr. KELLY. Well, it depends on the inspection. This one was due

December 27.
Mr. SNYDER. Is it their responsibility to come out there on or

before December 27, or is it your responsibility to ask them to
come?

Mr. KELLY. I think there has been some--
Mr. SNYDER. I am not trying to indict you. I don't know.
Mr. KELLY. No, no. Again, I don't, either, to tell you the truth. I

would say that we have regarded it basically, whether we are right
legally, as our obligation to see that that is done.

Mr. SNYDER. But you didn't do that in this case?
Mr. KELLY. No. Would you like an explanation of that? I would

like to give one.
Mr. SNYDER. Well, I think you are entitled to give one, even if it

is on my time, because that is one of the purposes of this hearing-
to clarify the events surrounding the Ocean Ranger. If you con.,,Jder
it your obligation to notify the Coast Guard and you did not, then
somebody ought to know why.

Mr. KELLY. All right. Well, I hope we do not exceed the 5-minute
rule, but there has been a lot about this, and I would like to re-
spond fo it.

Mr. SNYDER. If the explanation is going to take a long time and
go beyond 5 minutes, I will get unanimous consent to allow you to
put it in the record.

Mr. KELLY. Well, I do not have anything written; that is my
problem.

Mr. SNYDER. All right.
Mr. KELLr. We knew this inspection was coming, and again, first

to step back a bit, we had ABS current approvals. We conduct our
own inspections as well. The Energy, Mine, and Resources people
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inspected the rig within a week of the mishap. It so happens also
that in October of 1981, we had a Lt. Comdr. T. W. Portell aboard
the rig. He was completing his training with the Coast Guard. He
had been assigned to certain of ODECO rigs.

He wrote a report on November 4 which we received and which
the U.S. Coast Guard had. I would like to read what he had to say:

After a few days in St. Johns, Newfoundland, observing the ODECO land support
operation, I traveled to the world's largest semisubmersible, the Ocean Ranger. As
expected, I was amazed st the physical size of the rig. In addition, the outfitting for
cold weather by enclosing the cellar deck and drill floor even makes the size seem
larger than it is.

The Ocean Ranger is U.S. inspected and certified. During my visit, I performed an
informal inspection for certification to assist the rig in preparation for the formal
inspection due in December. Even after such a thorough examination, I have to
agree that the Ocean Ranger is the queen of the ODECO fleet. The attention to
detail in all aspects of design, maintenance, housekeeping, and operation was truly
surprising.

So we had every reason to suppose that on December 27, we
could---

Mr. JONES. Excuse me just a minute, Mr. Kelly.
The gentleman from Kentucky's 5 minutes has expired. Howev-

er, the gentleman from New Jersey yields his 5 minutes to the gen-
tleman from Kentucky. The gentleman from Kentucky will pro-
ceed.

Mr. KELLY. Yes, sir. I appreciate that very much.
So we had every reason to think that in December we could pass

that with flying colors. There was no fear of that. Why didn't we do
it? Well, these are operating people. They are not lawyers; they are
not administrative people. They had decided, during the 2-year
period, to upgrade the lifesaving capacity of the rig.

Under the Coast Guard approval of that rig, we had two 52-man
lifeboats, one on the forward and one on the aft end. They decided
they were going to double that capacity, even though it was not re-
quired by the regulations, even though it could have passed the in-
spection without these two additional lifeboats.

So they purchased two Watercraft 58-man boats. There is a good
reason for it. If you had a fire on one end, you would not have the
capacity that you would, so we wanted to double the capacity. And
they had installed the third boat, the Watercraft boat, the Friday
before the accident. The fourth boat was lashed to the deck and
could only be installed-the davits were ready-by lowering the
boat into the water. The weather would not permit it.

The Watercraft man had inspected that third boat that Friday
and left. The Coast Guard was en route to make the inspection, but
our people wanted them to see and inspect four, not two, boats.
They could have easily, if they were legal about it, they could have
done this in November or December. But they were working on
this project to increase the lifesaving capacity of the rig.

We had good intentions; we had honorable intentions. We failed
to do it in an administrative or legal way. We are not frivolous
about it; we are not indifferent to it. On the contrary, we are con-
cerned about it. And, remember, these two extra boats were over
and above what was required.
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Now, it did no good. We lost all these good men. But I guess I am
glad they had at least an additional boat to try to get away from
whatever was happening to them.

Mr. SNYDER. Mr. Kelly, while I've got some of Mr. Forsythe's
time left, I would like to go to a little different subject. As you indi-
cated, of course, much if not most of your testimony is based on
reports and what you have heard and may be contradicted later on
when all the facts are in. With that in mind, I would like to know
if you are familiar with a report that Canadian Member of Parlia-
ment James McGrath said-on February 23 that Mobil Oil of
Canada instructed a rescue helicopter not to land on the Ocean
Ranger an hour after the crewmen took to the lifeboats. This indi-
cates that they were still able to land there 2 hours after the
Mayday signal?

Mr. KELLY. I am aware of that. I have read that. I am also aware
of the testimony of the two pilots, helicopter pilots, involved, where
they were fairly categorical about it. There were no instructions
like that at all, no inhibitions. They were told to do all they could,
and they did. They tried to get out there. When they first opened
the hangar and put the 'copter out there, it was blown down the
runway.

Anyway, their testimony, which is the only thing I know about
in the hearings so far--

Mr. SNYDER. You indicated in your testimony that some conver-
sations on the Ocean Ranger were picked up by some of the adja-
cent rigs at 7:30 or 8 o'clock the night before. Being unfamiliar
with this situation, it sounded to me like they must have evidenced
a destabilization of some kind at that time. Is that a logical conclu-
sion?

Mr. KELLY. Well, that is certainly the area that we have to look
at, and whether we will ever truly know, I do not know, but we
will get to examine the wreck, possibly refloat it. There will be a
way to look at all of those valves and compartments. But every-
thing we know would point in that direction-a stabilization prob-
lem.

Mr. SNYDER. You told us about the location of the control room
down from the main deck. How far is it from the water level when
it is in this configuration?

Mr. KELLY. That ballast control room?
Mr. SNYDER. Yes, sir.
Mr. KELLY. Well, I would think it is-level, I guess, it would

maybe 30 or 40 feet, but of course you are in a storm condition and
the barge is rolling, and those waves obviously were slamming
against it. It is a 2-inch porthole and can withstand water, but
there could have been some debris out there that smashed it. It
was smashed; there is no doubt about that.

Mr. SNYDER. Mr. Chairman, thank you.
Mr. JONES. The Chair recognizes Mr. Breaux.
Mr. BREAUX. Thank you, Mr. Chairman.
I would like to thank the panel for their statements, particularly

you, Mr. Kelly, because 1 know that it is a very difficult thing for
you to discuss. I think your statement was excellent.
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I would now like to address the role of the Coast Guard in the
certification of inspection process. This committee is going to be fo-
cusing on recommendations for changes in the law.

I think the law is fairly clear in section 497 and section 391 of
title 46 of the U.S. Code which state that the head of department
in which the Coast Guard is operating shall require the Coast
Guard to inspect, before the hull is put into service and at least
once in every 2 years, the hull of each steam vessel not carrying
passengers to determine if the structure is suitable for the service
in which she is to be employed and is in a condition to warrant the
belief that she may be used in navigation with safety to life. One of
the areas that the Coast Guard is supposed to look at under the
rules and regulations is the weathertight integrity of various appli-
ances including weather-tight doors and hatches.

The Coast Guard definition of weathertight is that water will not
penetrate into the unit in any sea condition. It goes on to elabo-
rate.

At the very top of the certificate of inspection, which was issued
for the Ocean Ranger after the Coast Guard looked at the weather-
tight integrity of this unit, is typed "This certificate expires, 27 De-
cember 1981.' I understand that this certificate is supposed to be
posted on the vessel.

Mr. Kelly, is the Coast Guard required to notify you prior to the
time that a Coast Guard certificate of inspection expires?

Mr. KELLY. I do not really know that, Congressman. We regard
that as our primary obligation to maintain our rigs in class, wheth-
er it is ABS or U.S. Coast Guard. What the internal rules with the
Coast Guard are, especially when these rigs are in foreign
waters--

Mr. BREAUX. But you received no letter or phone call or post
card?

Mr. KELLY. No, that is something we-see, we need to reserve
that for the inquiry because I do not have the direct knowledge as
to what they might have said to each other on the telephone. Obvi-
ously, the Coast Guard knew of our boat installation, that it was
coming up, and what they told our people or what our people told
them, I do not really know.

Mr. BREAUX. Is it a company policy to wait to hear from the
Coast Guard that your certificate of inspection has expired, or do
you, as company policy, initiate a request to recertify that certifi-
cate?

Mr. KELLY. The latter. We initiate it. We regard it as something
we have to do and, as a primarily responsibility, we attempt to do
that.

Mr. BREAUX. Mr. McIntosh, what about Zapata?
Mr. MCINTOSH. As far as I know, we also keep a calendar of

those sorts of things and prepare for the inspection. The Coast
Guard may contact us; I do not know.

Mr. BREAUX. Mr. Sexton, is that your company's policy?
Mr. SEXTON. The same applies with us.
Mr. BREAUX. Are any of your companies' rigs operating right

now in a noncertificated or expired certificate mode?
Mr. KELLY. Not as far as I know.
Mr. MCINTOSH. I am not aware of it.
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Mr. SEXTON. Nor am I aware of it with our company.
Mr. BREAUX. That indicates that you are not aware of it. You

cannot definitely tell us that in fact all of your rigs are currently
undated as far as inspection certificates are concerned?

Mr. MCINTOSH. The operating man that I have with me this
morning indicates that we are, but we would have to confirm that.

Mr. BREAUX. Wouldn't you agree that this is probably one of the
most important pieces of paper as far as the safety of that rig is
concerned?

Mr. KELLY. Congressman, if I could ask you, I think you and ev-
eryone else should reserve your judgment on how significant that
expired expiration is as to how it bears on what happened. Prob-
ably not at all. Now, it may well have a lot of importance as to
dealing with your policy towards the Coast Guard and how you
conduct these things.

Mr. BREAUX. Well, of course, that is the reason why we are pur-
suing it.

Mr. KELLY. Yes, but I think as to how it bears on this accident, I
would hope you would reserve judgment on that.

Mr. BREAUX. That is notthe question at all; I agree.
Mr. JONES. The gentleman's time has expired. Does any member

on the majority side care to yield his time to Mr. Breaux?
Mr. BREAUX. That is all right.
Mr. JONES. Mr. Breaux has concluded.
The Chair recognizes Mr. Lent.
Mr. LENT. Thank you, Mr. Chairman.
Mr. Kelly, according to the February 22 edition of the Oil and

Gas Journal, Mobil Canada indicated that the well being drilled by
the Ocean Ranger had a cement plug in it; that the drillpipe was
up and the hole was plugged. Is this the usual procedure when
storm warnings are heard?

Mr. KELLY. Yes, sir. The well was secured for the storm. The
blowout preventer system was closed. Incidentally, that well was
inspected by the camera, the underwater camera tape that you
have, and it was found to be completely secure without any pollu-
tion.

Mr. LENT. This plugging the hole, as I understand it from you, is
the usual procedure, then, when storm warnings are heard.

Mr.- KELLY. Yes, sir. Well, they shut in the blowout preventer
system, and that maintains it, and then they disconnect from the
well so that the rig is moved off the well, so there is no danger of
the rig moving over the well during the storm.

Mr. LENT. Do you do the same thing in the Gulf of Mexico?
Mr. KELLY. Yes, sir.
Mr. LENT. When there are storm warnings?
Mr. AELLY. Yes, sir.
Mr. LENT. When was the plug put in, so far as you are able to

determine?
Mr. KELLY. Well, the preparations were underway at 7:30 p.m.

When they actually accomplished it, I do not know. But that they
did accomplish it is, I think, confirmed by the underwater survey
that was made later.

There was no cement plug here. We had hung off the pipe, but
the purpose of the thing is the same.
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Mr. LENT. Yes.
Statistically, the Newfoundland area experiences the most vio-

lent weather conditions along the east coast, and it appears that
this storm was not a freak event.

Can you tell us what the usual procedures are when storm warn-
ings are received in the area and how those procedures might
differ, if at all, from storm warnings in other areas such as the
Gulf of Mexico?

Mr. KELLY. Well, I think the well procedures are pretty well
standard. They would disconnect from the well, close the prevent-
ers, move the rig off the well, tie down everything they can, and
secure for the storm.

Mr. LENT. So you do not make any special safety requirements
for vessels operating in so-called icy areas?

Mr. KELLY. Well, there are, and this rig was equipped for cold
weather operations. The steel itself was of that nature as well as
the insulation, and so on, for the crew.

Mr. LENT. According to the manning requirements for the Ocean
Ranger as specified in the certificate of inspection, when the vessel
is under tow in a local area or it is moored in location, the required
crew is one master with a special industrial license, two able
seamen, and one ordinary seaman, as well as seven certified life-
boatmen at all times.

Can you tell us what type of training is required for the master
with the special industrial license, and whether this person was in
charge when the vessel was moored?

Mr. KELLY. Well, the master in this case had Coast Guard-ap-
proved papers. He was a master for some 25 years. He has been
with the company for a year. Typically, he is in charge when the
rig moves from one location to another because it is totally a mari-
time operation. Once it gets to location and the anchors are run,
then he is subordinate to the tool pusher, who is the headman. ie
is his principal maritime adviser, but then the well becomes the
central problem, and the rig is just moored up there. As far as
maritime problems, the captain would presumably want to be his
principal adviser in those matters.

Mr. JONES. Mr. Oberstar?
Mr. OBERSTAR. Thank you, Mr. Chairman.
I have a question about the personal lifesaving capability of this

rig and the measures that were taken for the personnel onboard
the rig.

First of all, were there available the floatable personal lifesaving
rigs in addition to those four lifeboats that you mentioned?

Mr. KELLY. There were ten 20-man liferafts as well.
Mr. OBERSTAR. Ten 20-man liferafts.
Mr. KELLY. Yes.
Mr. OBERSTAR. But were there any of the survival capsules? We

have had testimony about these in our committee for several years
from the Coast Guard, and we have seen them.

Mr. KELLY. Yes, I know what the capsules are. We have some of
those on our rigs and platforms around the world. That is just an
equivalent to this covered lifeboat, and both are Coast Guard-ap-
proved measures. I don't know how they feel about one or the
other, but there were no capsules as such.
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Mr. OBERSTAR. You did not have those available?
Mr. KELLY. These were lifeboats.
Mr. OBERSTAR. What about survival suits for the crew onboard

the rig? Were there survivor suits for all of them?
Mr. KELLY. The so-called survival suits-I do not know, really,

what they were like, these particular ones, but neither the Canadi-
an nor Coast Guard rules require a survival suit as such. The only
requirement on survival suits is for people that ride helicopters,
and there were survival suits aboard our rig for helicopters. Some
of the bodies they found had these suits on. So I do not know the
number of survival suits that were there, but it was a number that
was to meet the requirement for helicopters and not for the
number of men aboard.

Mr. OBERSTAR. As a matter of standard procedure, you do not
provide survival suits for all of the crew onboard a rig?

Mr. KELLY. That is right. I understand that-it is interesting-in
that same storm, a Russian freighter went down. Apparently, they
had these so-called survival suits, and I do not think they helped
very much. Just a few minutes in the water.

But anyway, I put these things on when we fly in 'copters and I
know about that, but there is no requirement, Coast Guard or Ca-
nadian, for a special kind of a suit.

Mr. OBERSTAR. And only some of the bodies found had those suits
on. Is it your experience in your company that survival suits don't
provide much protection?

Mr. KELLY. It is not an experience; it is just a conclusion we have
reached. We have not looked at it in great detail.

Mr. OBERSTAR. In those waters under those conditions of cold and
anticipated extended exposure, survival suits provide some kind of
protection or something, don't they?

Mr. KELLY. Oh, yes. I wish that they had anything that could be
provided.

Mr. OBERSTAR. Are the crew trained in how to get these suits on,
and are they stationed appropriately?

Mr. KELLY. When they ride helicopters back and forth, yes.
Mr. OBERSTAR. Only for helicopter service?
Mr. KELLY. Yes.
Mr. OBERSTAR. Not for your regular--
Mr. KELLY. Not under the Coast Guard or Canadian rules.
Mr. OBERSTAR. A question that came to my mind in the course of

your description of the rig and the location of the porthole near the
control room, just as a design matter, it seemed to me not to make
a great deal of sense to have a design where you have a porthole
near so sensitive a control area. Perhaps you could explain that.

Mr. KELLY. It has occurred to me, too, in looking at it. There is a
reason for it. It has been that way for a lifetime of dealing with
these rigs. It is there so they can see the well and they can see the
action of the cranes in bringing supplies aboard. But we have never
had such a freak incident. It is as simple seamanship as closing
that-there is a storm hatch there. As I say, when we get into it,
you will see, not at this hearing, I would hope, that there are other
procedures to deal with the problem they had.
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But, nevertheless, it is something that never has happened in our
experience. Like you, yes, I guess you could put that thing up way
high where a wave would never see it.

Mr. OBERSTAR. Or some protection for a porthole like that to pro-
tect against that one freak accident that we have never experi-
enced.

Mr. KELLY. There is protection. You see, there is a metal hatch.
All you have got to do is drop it and then close it and block it.

Mr. OBERSTAR. Somehow it never dropped?
Mr. KELLY. And they didn't do it. They did it after the fact. It is

a simple act of seamanship.
Mr. OBERSTAR. Thank you very much. My time is up.
Mr. JONES. The Chair recognizes Mr. Emery.
Mr. EMERY. Thank you very much, Mr. Chairman. I believe my

colleague, Mr. Shaw, was here before I was.
Mr. JONES. If the gentleman will yield, we are going by the list-

ing on the rollcall sheet, seniority.
Mr. EMERY. Thank you very much, Mr. Chairman.
Mr. SHAW. Appreciate seniority when you have it. [Laughter.]
Mr. EMERY. I will take the gentleman's advice.
Mr. Kelly, I wonder if you can tell me whether the control room

was above or below the water level, and if it was either way, how
high?

Mr. KELLY. It would be above the water level. Let me just ask my
colleague. It would be at 112 feet, and the water level would be 80
feet. But, of course, we were in a storm condition.

Mr. EMERY. So the sea would at times be--
Mr. KELLY. Oh, yes.
Mr. EMERY. Now, the porthole in question was how high above

the water level under calm water conditions?
Mr. KELLY. In no storm conditions?
Mr. EMERY. In calm water conditions.
Mr. KELLY. Well, that is 112 feet, and the water is at 80 feet. So

it is 32 feet above it.
Mr. EMERY. So in other words, the porthole was essentially in the

control room itself and not adjacent to it.
Mr. KELLY. Pardon?
Mr. EMERY. The porthole that we are talking about was in the

control room?
Mr. KELLY. Yes.
Mr. EMERY. Just for a second, discussing the design of the plat-

form, do you think that it is a good idea to have a porthole in the
control room? Might it be considered a design flaw, possibly, to
have a porthole in such a place where possible breach might lead
to water intake?

Mr. KELLY. Well, I would say, on all the rigs that we have, we
have a pneumatic system. We do not have electrical systems there.
That is an electrical system. It is the only one we have.

Surely we could put the ballast room in a different place much
higher and away from it, but again, it is almost a simple act of sea-
manship. There is a storm window there that you would close.

Mr. EMERY. Except that if the porthole is somehow destroyed, as
this one apparently was--
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Mr. KELLY. Yes, but the metal protector is designed for the de-
struction of the glass itself, and it was not in place.

Mr. EMERY. That metal shield was in place, but---
Mr. KELLY. It was there, but they had not closed it, and they had

been in heavy seas for some time.
Mr. EMERY. Was there a reason that that was not closed?
Mr. KELLY. I have no idea. As I say, I think it is just a simple act

of seamanship to secure that, and it obviously was not done.
Mr. EMERY. And you do not have any evidence whether or not an

attempt was made to shut that?
Mr. KELLY. Oh, no, no. I have no detail like that.
Mr. EMERY. A second question. I believe you suggested that after

salt water had interfered with the electrical system, apparently
valves moved to the open condition, thus allowing greater water
intake into the system. Is that essentially correct?

Mr. KELLY. Yes.
Mr. EMERY. Was there consideration given to the design of the

electrical components that would require that the valves would
shut rather than open under such a condition?

Mr. KELLY. Yes. There are many failsafe-again, I think it is pre-
mature, and what you really need are expert people to testify on
this, but there are ways to bypass that panel. There are a lot of
things that they can do to operate the valves manually without the
panel. That is the only thing we know about at this point, though.

Mr. EMERY. But is there any mechanism that you are aware of
that would automatically shut those valves to prevent water
intake, given a condition where no individual was able to control it
manually?

Mr. KELLY. Yes. For instance, if there is an electrical failure,
their failsafe closes all compartments.

Mr. EMERY. So apparently there was some sort of a flaw in the
failsafe mechanism. I mean, obviously, this is speculation and I
don't mean to put you on the spot.

Mr. KELLY. Well, I think the board was malfunctioning. Again, I
do nct think it was-the board at the point of the report was cut
off.

Mr. EMERY. And, finally, is it proper to assume that in all cases
it is better for those valves to be shut under certain conditions in-
stead of open under that condition?

Mr. KELLY. Well, it depends on what they were trying to do,
what they were trying to achieve at that time. But in a perilous
situation, yes, you try to freeze the situation.

Mr. EMERY. If the goal is to keep water out, then it is better to
have the valves shut rather than open?

Mr. KELLY. Well, that is true unless you have, let's say, a severe
list in one direction and you want to counterflood in the other. In
that case, it would be better to take water on the other side. It just
depends on your mode, obviously. If you are in a level mode and
you are not taking any weight on or off--

Mr. EMERY. Is there a way to pump water out of one side with
the valves closed?

Mr. KELLY. Yes. They would be able to. With the valves closed?
Mr. EMERY. Yes.
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Mr. KELLY. Well, they have got to open the compartments to
remove the water.

Mr. EMERY. Thank you very much, Mr. Chairman.
Mr. JONES. Mr. Tauzin, the Chair recognizes you, sir, for 5 min-

utes.
Mr. TAUZIN. Let me thank you again for appearing under these

circumstances, gentlemen, and for your testimony.
Mr. McIntosh, let me also express my appreciation for a very ex-

cellent document. It contains a great deal of basic information, I
think, on the subject.

On page 26, you discuss the liferafts and lifeboats. Coming from
an area where there is a great deal of offshore activity in the Gulf
of Mexico, where there have been accidents of a similar nature in
storms, where workers have not, in some cases, survived the
stormy conditions in life equipment, I would like to explore this
area just a bit with you.

What is the best state of the art right now in the lifeboat or life-
raft area?

Mr. MCINTOSH. As far as we have found, the covered lifeboat or
the so-called capsule, which is another form of covered lifeboat, ap-
pears to be the state of the art at this time.

Mr. TAUZIN. Are they equivalent, or is there an advantage of one
over the other?

Mr. MCINTOSH. As near as we can tell, they are equivalent.
Mr. TAUZIN. Are you aware of any ongoing experimentation or

work being done to improve the lifesaving capabilities of these
types of craft?

Mr. MCINTOSH. I am aware of manufacturers saying they have
such work underway. I have seen nothing firm yet.

Mr. TAUZIN. In regard to the severe weather and abandon-rig
procedures you discuss on page 56, you indicate that, unlike the
Gulf of Mexico operations, where you receive normally several
days' warning of a hurricane, which is normally a much more
severe storm than you might encounter under these conditions,
that in the North Sea, in deciding to abandon a rig, if I might
quote you, "The master must determine that the alternative to re-
maining on the rig will mean certain death"; under those types of
conditions, where abandoning the vessel is at this extreme point,
are simple liferafts of any use at all to men trying to survive under
those conditions?

Mr. MCINTOSH. Well, that is probably open to a lot of opinion
from different people. I think it would be our judgment that in
severe storms in freezing waters, a simple liferaft would be of very
little use to you.

Mr. TAUZIN. So that having a liferaft on a vessel operating in the
North Sea is almost rather vestigial; it is almost useless to the
men, is that correct?

Mr. MCINTOSH. In terms of winter storms, very, very limited use,
yes.

Mr. TAUZIN. Are liferafts of this type useful in the Gulf of
Mexico in its operations for stormy conditions?

Mr. MCINTOSH. We do equip rigs; all the rigs have these as addi-
tional equipment.
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Mr. TAUZIN. That is in addition to the either covered or the cap-
sule vessel?

Mr. MCINTOSH. Yes.
Mr. TAUZIN. What is your opinion of the usefulness of the liferaft

in the Gulf of Mexico conditions?
Mr. MCINTOSH. The water temperatures, of course, are much

warmer. They are certainly useful, but there again, in the winter,
exposure, extended exposure during the winter period could also be
fatal.

Mr. TAUZIN. And lastly, is there any effort on the part of indus-
try such as yours to test the versatility and usefulness of that type
of equipment, or is all that done by the manufacturer?

Mr. MCINTOSH. I am not certain there, but we largely choose
equipment that is Coast Guard approved, and both of these covered
life crafts and capsules are Coast Guard approved.

Mr. TAUZIN. Thank you, sir.
Mr. Kelly, one last inquiry. Do you have evidence yet that the

men who lost their lives on the Ranger took advantage of any of
the three lifeboats that were on board the vessel?

Mr. KELLY. Yes. They have received testimony that one of the
boats was seen with men in it by the standby boat?

Mr. TAUZIN. And has that boat been recovered, sir?
Mr. KELLY. Yes. That boat was recovered. They have recovered

two boats and part of a third.
Mr. TAUZIN. Thank you.
Mr. Chairman, I yield back the balance of my time.
Mr. JONES. The Chair recognizes Mr. Shaw.
Mr. SHAW. As I understand your testimony, you say that the

latest state of the art with regard to covered lifeboats is not really
adequate to deal with the situation which we found ourselves with
in the Ranger. Is that a correct summation of your testimony?

Mr. MCINrOSH. Yes, it is.
Mr. SHAW. Is there any type of life saving equipment that could

have been aboard, that was not aboard, that might have prevented
this tragedy or may have produced some survivors?

Mr. MCINTOSH. Well, I will ask either of my copanels this morn-
ing to comment, but I am not aware of any equipment that would
be considered superior to what the Ranger had on board or what
we had on our rig. I am not aware of any such equipment available
at this time.

Mr. KELLY. I think this problem of life saving gear, if you could,
for a moment, remember that we have been sailing ships for thou-
sands of years and the problem of transfering off a ship to another
ship, if you are any kind of sailor you will know that in any kind of
sea there is a problem. It is no different aboard that Russian
freighter than it was aboard the rig. It is just the nature of the sea.
It is extremely difficult in heavy seas and a big storm to get safely
off a rig. Imagine launching a 42-foot lifeboat in a 50-foot sea. It
really requires great seamanship to accomplish it. So, again we are
putting demands on that rig that we do not do with hips.

What that thing is really designed for is to get you from a very
high position into the water, in the event of a blowout, but it as-
sumes a reasonable break from the seas. Nowhere in the world-
the Russians do not have it and neither does anybody else-is there
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a way to get off a structure at sea in a completely safe and assured
manner.

Mr. SHAW. What was the time lapse between the first time that
it was known that the Ranger was going to go down and the evacu-
ation order and then the final submersion?

Mr. KELLY. It was about 1:30 that they evacuated and there were
no further communications from the Ranger and the time elapsed
was an hour and a half. It was about 3 o'clock when it disappeared
from radar.

Mr. SHAW. Is it correct to say that we only have evidence that
only one of the lifeboats came off manned?

Mr. KELLY. Yes, as far as I know. Very definitely one of them did
and they recovered a second one and a part of a third.

Mr. SHAW. What is the training process that takes place on
board as far as drills for this type of evacuation and how often do
these take place?

Mr. KELLY. Fire drills and abandon barge drills are conducted
weekly. The safety representative, and we have one assigned to
every crew change coordinates with the captain and the senior two
pusher to assure proficiency of these drills.

Abandon ship drill includes having each man report to his as-
signed station in his lifevest. The extent of the drill is attendant
upon weather conditions and at times includes lowering the surviv-
al craft to the water and an excursion around the rig.

The usual drill requires starting up the engine and having crew
members enter the craft and buckle themselves into the seats.

Mr. SHAW. From the information you have, has this procedure
been followed as dictated and on the prescribed time schedules?

Mr. KELLY. Yes, sir. We have internal reports and, as I say we
have the safety representative on every rig. You have the off-duty
crew in this case it is a 28 and 28 rig and they will be subject to
examination on this point as well. As far as we know we did that.

Mr. SHAW. Thank you, Mr. Chairman.
Mr. BREAUX [acting chairman]. The gentleman's time has ex-

pired. Mr. Patman from Texas.
Mr. PATMAN. Mr. Kelly, were you at any time prior to the sink-

ing of the Ocean Ranger advised or warned by any person that the
vessel was vulnerable to wave actions under storm conditions likely
to occur in the Newfoundland area?

Mr. KELLY. No, sir.
Mr. PATMAN. Was anyone in the organization to your knowledge?
Mr. KELLY. No, sir.
Mr. PATMAN. Had personnel on board the Ocean Ranger been en-

gaged in evacuation procedures and drills for those in the weeks
prior to the sinking of the Ocean Ranger?

Mr. KELLY. As far as I know, sir, they were.
Mr. PATMAN. What occurs in an evacuation procedure, or a drill?
Mr. KELLY. I just described that to the Congressman.
Mr. PATMAN. Pardon me. Basically it is sufficiently thorough, in

your judgment, to meet a situ ion of the type that occurred or was
likely to occur in these waters?

Mr. KELLY. Yes, sir. As I say, it is done weekly and it is done by
experienced people. I guess to the extent of the experience of the
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people on the rigs and how they view it and understand it, each
one has his own perception of that.

Mr. PATMAN. I did not hear your answer to the questions but you
stated that the drills were performed in the order and at the
proper time prior to this disaster?

Mr. KELLY. Yes, sir.
Mr. PATMAN. Over what period of time?
Mr. KELLY. Every week.
Mr. PATMAN. Thank you very much.
Thank you. Mr. Chairman.
Mr. BREAUX. Mr. Dyson?
Mr. DYSON. Something that concerns me about this whole evacu-

ation. The gentleman in the middle there indicated that, or at least
based on the impression that I had and what he said that trying to
escape in a lifeboat was probably virtually meaningless and yet he
also indicated that the state of the art today is the surivval capsule
and someone has provided a diagram of this rig here. You can
see-I assume you both have that-you can see two indications
here of survival capsules and in a better illustration here.

We do not know a whole lot about them. I assume what happens
is that they are completely covered. That you climb in and then
you are dropped and then you become like a cork and float. Clear-
ly, I agree that that is certainly the state of the yard in the sense
that one would be more apt to survive in that sort of a vehicle than
in a lifeboat especially if they had some sort of survival gear.

I had the impression that that was not aboard the Ranger?
Mr. KELLY. Yes. We had operational three covered lifeboats.
Mr. DYSON. Lifeboats, not capsules?
Mr. KELLY. Yes, lifeboats, not capsules. But, they are fully

equipped like the capsule. They have power, food and all the facili-
ties and really to measure--

Mr. DYSON. Why not the capsule? Clearly, from what one of the
other witnesses has indicated--

Mr. MCINTOSH. Could I clear up a misconception? What I re-
ferred to would be perhaps meaningless is to get in the canvas
rubber liferafts in a winter storm.

Mr. DYSON. Well, that is a liferaft. That is altogether something
different is it not?

Mr. MCINTOSH. Right. Our industry considers, however, the cap-
sule to which you are referring and a covered lifeboat as essential-
ly equivalent in protective abilities.

Mr. DYSON. Protective ability meaning once you are in the water
and--

Mr. MCINTOSH. Either way.
Mr. DYSON. And duration?
Mr. MCINTOSH. As means of evacuating a rig under the condition

with which they are designed to cope.
Mr. DYSON. I have the impression that with a lifeboat it would be

virtually impossible even to get to the water because of the waves
that are as high as, in some cases, 70 feet.

Mr. KELLY. I think that the problem of navigation of the capsule
would be equivalent to what you would have in a covered lifeboat. I
do not think it is any easier to launch-and you can ask the Coast
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Guard people about that-to launch one of those circular things
than it is the covered lifeboat.

I think our general impression of it is that the covered lifeboat is
better. There are no cost problems with that. We use the very best
that we can. Either method, I think, is approved by the Coast
Guard but I do not think the--

Mr. DYSON. I am basing some of my impressions on what you
have said today. I am certainly no expert.

Mr. KELLY. All I said is that the problems of doing this have
been the problems of the sea for thousands of years. They cannot
do it off an aircraft carrier any better than we can off a rig.

Mr. DYSON. I realize that. Of course, for thousands of years we
have had a typical lifeboat.

Mr. KELLY. This is not typical.
Mr. DYSON. Not the survival capsule and you provided this. As

you have indicated, it is the state of the art. I wonder-let us see,
the Coast Guard does not require that today, right? Is that why,
perhaps, it would not be there?

Mr. KELLY. Oh, yes they do. The Coast Guard does require-it
has to be Coast Guard approved. I think they approve either one
but you could ask them.

Mr. DYSON. Which would be less expensive?
Mr. KELLY. I do not really know.
Mr. MCINTOSH. They are very close to each other in price.
Mr. KELLY. I do not think there is any big deal here in money.
Mr. DYSON. There would be in lives though.
Mr. KELLY. Well, I do not think there is that big a difference

though in the survival capabilities of either one.
Mr. DYSON. I thank the chairman.
Mr. BREAUX. Mr. Hertel?
Mr. HERTEL. Thank you, Mr. Chairman.
I want to go back to the beginning. Why would the beginning-

why would 6 hours notice-was it so hard to abandon the facility
properly?

Mr. KELLY. I am sorry, Congressman?
Mr. HERTEL. Six hours notice of the problem developing-why

was the abandonment not proper with that kind of notice? Why did
it take so long to make a decision and move ahead?

Mr. KELLY. We do not know what went on aboard that rig that
night. We know of the incident that happened at 7:30 till 8:00. We
also know that by 10 o'clock they thought it was all right. Things
happened between 10:00 and 1:00 that produced this severe list to
the rig.

Now, from that point on, they abandoned in half an hour but
what transpired there and who did what we just do not know.

Mr. HERTEL. You were in communication? You had a chance to-
you have a transcript, I assume of the communications with the
Ocean Ranger?

Mr. KELLY. Yes, well, everything that I have talked about, people
have testified to hearing and again that is the proper subject of an
inquiry. We do not know anything else other than what I have dis-
closed to you. "---

Mr. HERTEL. Do you see a problem with procedure as to who is in
charge, who would make those decisions?

97-392 0-82--14
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Mr. KELLY. It is clear cut that in this situation the tool pusher is
the senior man and would make the decision to abandon. He could,
of course, consult with his marine advisor but that is our written
procedures and I believe that is the Coast Guard approved proce-
dure.

Mr. HERTEL. What is his title again?
What are his responsibilities? He is in charge of the entire oper-

ation?
Mr. KELLY. He is just as close to God as you can get.
Mr. HERTEL. It looks like he would need to be in situations like

this.
What kind of training does that person have in regard to the

ocean and decisionmaking and things of that sort?
Mr. KELLY. Primarily experience. The particular fellow had been

with us a long time. I think he had been with us maybe 10 or 12
years. But it is mostly experience in the oilfield to become a tool
pusher. It is mostly experience in all aspects of the operation; the
drilling as well as the maritime.

Mr. HERTEL. What kind of training do they have as far as mari-
time?

Mr. KELLY. Well, based on his experience of years in the oilfield.
Do you mean did he take an examination, or-? No, I do not think
they are required to do that.

You have got a skipper, who is fully licensed available for them
but their experience is basically one in the oilfield.

Mr. HERTEL. So it is basically drilling experience that this gentle-
man had?

Mr. KELLY. No, except in our business we have a lot of offshore
so he has a lot of maritime experience if he served aboard any of
our rigs, which he had-something like 10 or 12 years. He was in-
volved with ballasting problems and knew something about the sea
as well as drilling a well.

Mr. HERTEL. But he had no special training whatsoever with
regard to the sea, just his experience?

Mr. KELLY. That is right. He is not a licensed master in that
sense.

Mr. HERTEL. To the degree that he operates as the ship's captain
with the power of life and death in making decisions, he has no
special training in that area at all?

Mr. KELLY. Of course, he is on location and the normal problems
develop on the move. But, he has got to listen to his chief maritime
man in making that decision. He also has many years experience
with similar problems.

Mr. HERTEL. Why would not the chief maritime man have had
the power of decisionmaking regarding maritime decisions?

Mr. KELLY. Well, it is not entirely a maritime decision normally
when you are in this kind of trouble.

Mr. HERTEL. I do not understand, I thought it was a maritime
decision?

Mr. KELLY. Well, indeed, the measuring of how long they had
and what they could do about it, how they could correct it, he has
many years of experience from which to draw upon in making the
ultimate decision. I am sure that he relied heavily upon the master
with this one. But, you have to decide who is in charge, who is the
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skipper and when you are on location the tool pusher is the skip-
per.

Mr. HERTEL. By the very definition of the decision to be made
and the use of the term "skipper" should not that person then who
makes those decisions in fact be someone with total-the person
who makes the decision to abandon and the person who makes the
decision for life and limb, should not that person be a maritime
person rather than somebody from the oil company with oil experi-
ence?

Mr. KELLY. Well, he is a dual person. To say that he is just an oil
company-puts him on land. This fellow had been on the water for
10 or 12 years operating all kinds of rigs and had an extensive
maritime experience as well as drilling, so he is a dual person, like
most people who run things. They are not particularly gifted and
qualified in every aspect of it.

Mr. HERTEL. Had this individual had experience in the North At-
lantic?

Mr. KELLY. The particular skipper?
Mr. HERTEL. Yes.
Mr. KELLY. He had spent the year before in the North Sea.
Mr. BREAUX. The time of the gentleman has expired.
Mr. Kelly in your opinion as company representative, should ves-

sels of this type be allowed to continue to operate when the Coast
Guard certification has expired?

This is a policy question that we have to address as far as look-
ing at the OCS Lands Act and we are trying to get your recommen-
dations. Should vessels or rigs be allowed, in your opinion to con-
tinue to operate with an expired certificate?

Mr. KELLY. Well, not without a very good reason. I think that is
the way I would respond to that.

Mr. BREAUX. Is that Zapata's response?
Mr. MCINToSH. Well, certainly there is a grace period in such

certificates and permits and there should be because there are
many reasons for not being able to meet somewhat arbitrary calen-
dar deadlines due to what is happening on the well or the weather
conditions so, yes, they should be permitted to operate for a brief
time after the expiration.

Mr. BREAUX. The statute says the head of the department under.,
which the Coast Guard is operating shall require the Coast Guard
to inspect at least once every 2 years. The statute does not speak to
a grace period or any kind of a period, should be allowed to operate
without an inspection. Do you feel that there is in the industry, by
trade, a grace period by practice?

Mr. MCINTOSH. I have no knowledge of the exact practice in the
industry. If there is or is not one I would not know.

Mr. BREAUX. Mr. Sexton, do you believe that a vessel of this kind
should be allowed to operate without a valid, current certificate of
inspection?

Mr. SEXTON. I think it depends on the particular situation, which
certificate is in question and what-and what is the real status of
the well that they presently own.

Mr. BREAUX. Do you mean operating or drilling?
Mr. SEXTON. Trying to control a blowout and needing to leave lo-

cation and come in and inspect or--
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Mr. BREAUX. What about normal operation?
Mr. SEXTON. If there is a grace period, as I understand from time

to time there is one offered that is in conjunction with well oper-
ations, well, yes. Let this grace period go on and when the oper-
ations are normal then come in and do your inspection.

Mr. BREAUX. We are going to pursue this concept of a grace
period very carefully with the Coast Guard this afternoon. Do your
companies feel that a $500 fine is a realistic deterrent to allowing a
certificate of inspection to expire?

Anybody?
Mr. KELLY. I think the question answers itself. I do not think--
Mr. BREAUX. Does everybody else agree with the fact that it is

not a deterrent? [No response.]
Mr. BREAUX. Does the Canadian Government require any Cana-

dian certificate of inspection to operate in Canadian waters or do
they rely on the U.S. Coast Guard certificate of inspection for
safety purposes?

Mr. KELLY. They conduct regular inspections, and indeed had
conducted one within a week of the incident on the Ocean Ranger.

Essentially I think they had two handrails that had to be re-
newed or something, but it was nothing significant and the Minis-
ter of Energy was questioned in Parliament about it and responded
that everything was all right.

Mr. BREAUX. Is it as extensive as the Coast Guard certification of
vessels or is it an inspection that is conducted in a 1-day period?
How extensive is-the Canadian inspection?

Mr. KELLY. That is a relative matter. I think the Coast Guard is
much more experienced and capable and have had these units to
look at for a long time.

I just think they have a better capability than the Canadians
but, I think, the perview of what they are looking at is essentially
the same. They are looking for the same things.

Mr. BREAUX. Do the Canadian inspections look into the ballast-
ing system and seaworthiness of a rig?

Mr. KELLY. I do not think so. The one I am talking about, I
think, was primarily safety.

Mr. BREAUX. Were the other two companies operating in this
area operating under valid Canadian certificates?

Mr. SEXTON. To my knowledge they were. We have our units in-
spected on a frequent basis and before we ever even headed toward
Canada our unit was inspected by Canadian authorities to make
sure we were in compliance with whatever their requirements
were.

Mr. BREAUX. Mr. McIntosh?
Mr. MCINTOSH. Yes, that is correct.
Mr. BREAUX. Gentlemen we have a recorded vote. The Chairman

has indicated that this panel is to be excused. We have- no further
questions at this time for this panel.

We thank you very much. It has not been easy, but we do appre-
ciate your candor and frankness in your presentation and trying to
the best of your ability to discuss something for which the answers

_have not yet been determined and will not be for a very long time.
As we have indicated, this committee's real intent is to look at

the current rules and regulations governing OCS operations of U.S.
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vessels and to determine if they match the situations that they are
designed to protect.

I think your testimony has been extremely helpful.
Chairman Jones has indicated that the committee will be in

recess and we will take our next panel at about 1:15 p.m.
[Whereupon the committee recessed at 12:16 p.m.]

AFTERNOON SESSION

Mr. JONES. The committee will come to order. The next witness
is Mr. Alan C. McClure & Associates of Houston, Tex.

Mr. McClure will testify as an expert on the design, characteris-
tics and requirements of seinisubmersibles. His testimony will be
based on the article, "Stability Requirements For Semisubmersi-
bles Need Modification," a copy of which follows. Mr. McClure, you
may proceed.

[Article follows:]
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Stability requirements for
semisubmersibles need modification
Intact stability criterion

Study conclusions
1. The extensive testing of a

typical semisubmersible under
extreme wind and wave condi-
tions showed no capsizing ten-
dency, even at righting moment
to wind moment area ratios less
than 1.0. It is demonstrated that
the required wind-heel-stability
criterion is not applicable.

2. A semisubmersible which
has a reasonable wind-heel-equi-
librium angle In still water prob-
ably will have satisfactory sta-
bility In the presence of wind
and seas.

3. Combined wind heel and
wave action can induce slam-
ming on the underside of the
upper structure. Reduction of
wind heel to obtain wave clear-
ance can be a determining re-
quirement for righting moment.

4. High. steep waves can gen-
erate a hydrodynamic heeling
moment which will cause a list
if the metacentric height is be-
low a critical value. Such a list

i. independent of wind heel.

5. Wind force and moment de-
termination on a semisubmers-
ible by existing analytical meth-
ods is of questionable accuracy.
Systematic wind-tunnel testing
of components and configura-
tions offers the only immediate
promise of resolving this situa-
tion.

6. Research by further testing
and analysis should be con-
tinued toward a more-precise
definition of the stability pat-
terns observed and toward firm
establishment of realistic cri-
teria.

7. The present practice of
establishing wind criteria in the
absence of waves, and wave-
clearance criteria in the absence
of wind, should be taken in as-
sociation with the wave heights
and periods that can be pro-
duced in that regime, and con-
current effects applied simul-
taneously.

EUw SiaD NuMATA
Stevens Institute of Technology
Hoboken, N.J.

'bAIf-R H. MICHEL

I-;iede & Goldman
New Orleans

Ar A-4 MCCLUKE
McClure Associates
Houston

A 2-YEAR research program ,.' sta-
bility behavior of semisubmersibles
concludes that present design criteria
which emphasize overturning are in-
ap;ropriate. Even with high winds
a 

4 
maximumm seas, the possibility of

overture i:g is mintinal.
The work of panel MS-3 of the So-

ciety of Naval Architects and Marine
Engineers (Snarne) indicates two
areas of major need for adequate sta-
bility. Design should lessen the possi-
bility of wave impact on the upper
structure ano minimize motions due
to secondary effects In operating con-
ditions.

'Me first semisubmersible drilling
platforms were put into operation in
the early 1960's. Apart from the lim-
ited experience gained during the pre-
ceeding years of using column stabil-
ization insubmerging or raising a
unit from the ocean floor (in relative-
ly shallow water and moderate envi-
ronment', there was little guidance
as to the stability needs In a semi-
submerged operational mode.

In the m!1-1960's, the American
Bureau of Shipping (ABS) organized
its first committee on offshore mo-
bile drilling units to establish a uni-
form-set of requirements for design
and construction of drilling platforms.

For the first time In the history of
classification societies, a definitive
set of requirements for both intact
and damaged stability was to be In-
cluded as a requirement for class, in
recognition of the fact that these

Article adapted from paper I presented
Ncv. 1976 oI the Snarne annual meeting,
New York. Copies of the complete paper
are available from th, Society of Naval
Architect and Marine Engineers, 73 Trinity
Place, N.Y . N.Y. It 06.
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RIS[ARCH *as condcted on a 9E scale semi Here, I4-knot winds and 120-It
waves faft to capsize the model (Fig 3 0

units had characteristically high cen-
ters of gravity and high windage
areas and, being essentially fixed in
location during operations (or slow
moving in transit), were highly val-
nerable to the exigencies of wind and
sea.

With most activity at that time
concentrated In the hurricane -prone
Gulf of Mexico, there was little ob-
jection to this position.

Stability citerla. The rules com-
mittee adopted the wind-heel criterion
for Intact stability that had been
developed by the U.S. Coast Guard
for general ship-stability application.
This criterion' (shown in Fig. 1) as
taken from Ref. I is a simplified ver-
sion of the naval ship criterion of
Sarchin and Goldberg' (shown in Fig.
2).

It eliminates any stipulation of
roll angle, requiring only the calcu-
lated wind overturning moment as
basic input information.

Its premise is that the excess of
righting energy (area u n d e r the
righting-moment curve to angle of
overturning, or to any lesser down-
flooding position) over that of the
wind energy to the same point should
be sufficient to account for all other
possible overturning effects and un-
certain quantities, such as:

* Wind gusts.
" Motions due to sea.
* Overridden moorings.
* Errors in wind-force assessment.

This margin of excess righting en-

52

ergy was selected as 1.4 for the case
of surface vessels. In consideration of
less motion response to the sea, the
factor for semisubmersibles was re-
duced to 1.3.

Before cpnclusioki of this matter,
an alterna& criterion for semisub-
mersibles was proposed, similar to
the approach of Sarchin and Gold-
berg, wherein from a point of static
equilibrium of the calculated wind
heel and righting moments, further
roll excursions due to sea, wind
gusts, etc., could be reasonably as-
sessed, and the stability rationally
evaluated.

The rules committee was reluctant
at that time to require that a sea
state be correlated to wind effects,
arud felt that there was Insufficient
data on actual semisubmersible mo-
tions to establish probable roll ex-
cursions applicable to different con-
figurations.

The proposal was therefore with-
drawn, but in view of its possible
merits, a separate article was in-
cluded In the rules to provide for
consideration of any such rational
approach that was sufficiently docu-
mented.

"3.15.3 Other stability criteria -
based on authoritative wind - tunnel
tests and behavior tests of a repre-
sentative model in waves, alternate
stability criteria will be considered
for approval.''

The wind-heel criterion for intact
stability was put Into effect in the
first set of ABS rules for offshore

mobile units, Issued In 1968. This is
the same criterion in effect today.

In 1972, the committee reconvened
to consider revisions to the 1968
rules. One of the crucial issues wag
the wird-heel criterion as applied to
semisubmersibles, which was consid-
ered by many operators and designers
to penalize unreasonably the semi-
submersible's load-carrying capacity.

Operating experience under fairly
severe conditions, as well as analysis
of the energy-available concept, tend-
ed to belie the need for the stringency
expressed by the criterion. Strong ar-
guments were made for a reduction
in the requirements.

Nevertheless, the committee felt
that the data and rationale presented
were insufficient to justify a funda-
mental change. While a clarification
of the rule requirements was made
that alleviated some of the concern,
the principle of the wind-heel criteri-
on and the associated factors were
retained in the new revision of the
ABS rules issued In Ref. 3.

Research project. Another objection
to the stability criterion is that the
Area B Itn Fig. 1, the area under
both the wind-heel and righting-mo-
ment curves, should not be consid-
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ered a factor in the stability criterion
since one factor balances out the
other. A contradictory feature of the
criterion is that beyond the angle at
which the righting moment is 1.3
times the heeling moment, the area
ratio will decrease. The down-flood-
ing angle can be artifically reduced
to truncate the curve at the above
point to meet the stability criterion,
but actually reducing the safety of
the unit.

In light of the controversy, panel
MS-3 "Mobile Offshore Platforms" of
the Marine Systems Committee of
the Sname undertook a research pro-
gram on the behavior of semisubmers-
ibles under combined wind and sea
to establish more-definitive stability
requirements.

Support was received from 14 com-
panies: American Bureau of Ship-
ping; Amoco Production Research
Co.; Avondale Shipyards Inc.; Ex-
xon Production Research Co.; Friede
& Goldman Inc.; Odeco Inc.; Read-
ing & Bates Offshore Drilling Co.;
Saipem S.p.A.; Santa Fe Interna-
tional Corp.; Sedco Inc.; Shell I.P.M.;
Stevens Institute of Technology; and
Zapata Off-shore Co.

Full support of this program was

by private subscription. The indus-
try recognized the need and assumed
the initial responsibility for conduct-
ing this research, and no government
funds were solicited.

Two interim reports were made to
the industry in the form of papers
presented before the Offshore Tech-
nology Conference in 1974' and 1975."

-The program was concluded In late
1975, and a final report was submit-
ted by Davidson Laboratory to the
panel for their consideration.

Tests were directed toward the de-
termination of absolute and relative
motions under various conditions of
loading, draft, and associated right-
ing-moment variations, and as influ-
enced by wind, waves, and moorings.

Capsizing. The I n i t I a I emphasis
was directed toward examining the
validity of the wind-heel criterion.
Under what set of environmental con-
ditions would the unit be critical in
stability and what factor of righting
energy to wind energy would this
represent? After several early trials
on the first model, the following con-
ditions were Imposed:

1. Wind of 140 knots (twice the cal-
culated effect of the maximum rule
requirements of 100-knot wind).
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2. Metacentric height (GM) of 2 ft.
3. Ratio of righting area to wind

area = 0.82.
4. Maximum wave height = 120 ft.
5. Moorings overridden (the sea-

ward moorings are assumed broken
and the unit "trips" over the leeward
moorings).

The inevitable overturning did not
occur. No capsizing situation was
approached even though the top of
the leeward caisson was frequently
several feet under the water surface.
These observations supported the
view that even at large wind -beel
angles, the semisubmersible still re-
sponds linearly or nearly so to the
harmonic wave forces. Under this
premise, if the unit is not unstable
due to wind-overturning effects alone,
it will not become unstable due to
added wave dynamic effects.

However, In the process of demon-
strating that large reserve of right-
ing moment Is not essential to main-
tain stability, the testing revealed an-
other situation that could have seri-
ous consequences of a different na-
ture. Wave impact under the plat-
form deck adjacent to the leeward
caissons was significant under high
wind-overturning moments and high
waves. The less the available right-
ing moment, the more pronounced
the impact was seen to be.

Wave clearance. Further tests con-
centrated on rig-motion characteris-
tics in regard to wave clearance at
the leeward caisson, which now was
recognized to be a most- significant
parameter. Models were tested In
regular and irregular waves at sev-
eral heel angles and GM values.

Typical results of wave - clearance
measurements at the leeward cais-
son are shown In Figs. 4 and 5 In-
cluding both direct measurements
from the irregular sea tests and de-
rived values.

Two Important features are Indi-
cated from these data:

e The wave rise on the leeward
caisson, measured from still -water
level, was only moderately greater
In the wind-heel condition than with
the unit at zero heel. The major fac-
tor that reduces "air-gap" clearance
to the upper deck was seen to be the
initial heel angle itself. Obviously
then, the greater the righting mo-
ment characteristic, the less the heel
angle produced by a given wind mo-
ment, and the greater the resulting
clearance.
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* The wave rise produced in the
Irregular-sea tests was consistently
higher In all cases than predicted
from regular wave data.

Metacentric height. The ABS sta-
bility criteria include, in addition to
the wind-heel criterion, the require-
ments that the GM be positive over
the full range of drafts and loading
conditions.

There are a number of semisub-
mersibles currently in operation both
of a buoyant upper-hull type and
those with open platform decks that
can meet the wind-heel criterion with
nero initial stability, that is, with
zero GM.

However, all vessels need a posi-
tive GM sufficient to facilitate safe
operations, that is, sufficient to avoid

54

large sudden heel or trim angles
which could jeopardize the safety of
personnel or caure damage to equip-
ment and structure.

Examples of operations which may
cause large heeling moments are:

1. Heavy-lift crane operations.
Some modern crane installations on
drilling rigs have ratings as much as
100 tons. Lifting such a load 100 ft
off center would cause a- heel of
about 50 in a 20,000-ton semisub-
mersible with a GM of 5 ft.

2. Units in which the drilling der-
rick is not directly over the center of
flotation can develop large heeling or
trimming moments as a result of
picking up or releasing heavy
weights, such as when trying to free
stuck pipe in the well or in the event

FU 4

Wave rise
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of drill-pipe failure.
3. Failure of a mooring line when

under significant tension could result
in a substantial heeling moment.

The assignment of a suitable mini-
mum value of GM to take care of
these effects is a matter of Judgment
and experience. Current operating
practice varies from one operator to
another. However, most operators try
to keep GM as low as permitted by
1,3 area ratio.

Lower but still positive G'1 is per-
mitted during the transition ,rnm op-
erating condition to transit conditIon.

Wind force and moment. The over-
turning moment due to wind Is one of
the critical factors in de;ermlnlng the
intact stability and the wave clear-
ance of a semisubmersible. Unfor-
tunately, It is also the least re-
searched, and its determination the
least reliable.

The method presented in the ABS
rules makes use of well-substantIated
wind-force coefficients on individual
elements and bodies, derived from
aeronautical and civil engineering
data. What Is lacking Is a reason-
able knowledge of how these Individ-
ual elements are influenced by each
other when combined Into a semtsub-
mersible drilling rig.

Blockage or shielding effects of one
element on another farther down-
stream are not readily determined,
and are generally Ignored. The In-
crease In wind force due to heel of
the unit Is taken at a higher value
than one would anticipate from aero-
dynamics. Yet the Increase in moment
due to lift generation on the upper
works Is disregarded.

Without further validation, the ac-
curacy of the accepted method Is
highly questionable, as is the deter-
mination of whether it errs on the
high or low side.
.. n this regard, one cannot fully
discount the experience related by
semisubmersible operators. Practical-
ly without exception, their indica-
tions are that the calculated wind
heels are exaggerated well beyond
those actually developed in severe
environments. While such observed
behavior may be biased, for example,
by the restraining effect of intact
moorings, inexact measurement of
steady wind speed, or by the blank-
eting effect of high surface waves,
the testimony should not be ignored.

Panel MS-3 has initiated a program
for gathering and analyzing behavior-
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Wave rise on second model
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al data for semisubmersibles in ser-
vice, which hopefully may result in
reasonable indications of wind- heel
effects. However, It is realized that
only general trends may be expected
from this program, since wind force
and overturning effects would be ex-
tremely difficult to isolate and eval-
uate accurately on a full-scale opera-
tional unit, considering the influence
of wave motions and current that
accompany any significant wind.

It is believed that wind-tunnel tests
on semisubmersible configurations of-
fer the only feasible means of eval-
uating wind effects.

An example of the difference in re-
sults between the wind f o r c e and
overturning moment calculated by
ABS rules and those determined from
wind tunnel tests is given in Fig. 6.
The configuration Is that of the Mo-
hole design and the ABS factrs
have been calculated in accordance
with presently accepted practice.

It can be seen that the calculated
drag force is over 50% greater than
that determined experimentally,
whereas the calculated overturning
moment is only about 20r greater
than the test value (both referred to

an assumed center of lateral resist-
ance at half-draft).

For this configuration, with its
fairly open tubular array and
smooth underbody, the increase in
drag due to underside exposure when
trimmed is seen to be modest,
whereas the generation of lift force
and lift - induced moment is signifi-
cant.

Wind-tunnel tests of a submerged
running semisubmersible' with sharp-
ly faired columns showed good
agreement with wind-force calcula-
tions in the head direction but poor
correlation in the beam direction.
This clearly indicates the effect of
blockage of the elongate'Z-columns in
the beam direction.

An extensive series of wind-tunnel
tests was performed on the semisub-
mersible Staflo,l " a 10-column, twin-
hull unit. In Ref. 9, de Jong dem-
onstrates that wind force on a semi-
submersible can be predicted with
acceptable accuracy, using coeffi-
cients derived from the experiments.
However, prediction of the heeling
moment by similar means was not
successful, indicating the need for
further research.
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W. I N LsoNELSON INDEXES-7 (CONCLUSION) Techn-cal Editor and
Petroleum Consultant

Cost indexes of equipment or materials (or composite groups)*

Elenl er materlalt

Bubble trays
Building materials Inon-metalic)
Brick, building
Brick, fireclay

Castng, iron
Clay products (structural, etcj
Concrete ingredients
Concrete products

Electrical machinery
Motors and generators
Switclgear
Transformers

Engines (composite)

Exchangers (compositel
cOoper base
Steel

Fractionating towers
Hand tools

Instruments (composite)
Pressure recorder (pneu) PR
Pressure recorder (elec) PR
Pressure recorder cont. (pneu) Pt
Pressure recorder coat. (elec) PR
Pressure gauge only, P
Flowmeter (mech) Fil
Flowmeter lpneu) FROt
Flowmeter Weec) FROt
Flow control ipoeu) FRCOt
Flow control (elec) FRCWI
Temp. recorder (pneu) TRt
Temp. recorder (elec) TRIO
Potentiometer, 6-point, TR
Temp. control (pneu) TR:
Temp. control lelec) TRt$
Control valve elec)

Insulation (composite)

Lumber (composite)
Southern Pine
Redwood, all heart
Cypress C, select

Machinery:
General purpose
Construction
Oil field

Paints-Prepared

Pily sewer
Black iron
6-in. line

Pumps, compressors, etc.

Steel, finished
Bars (low alloy) 3120
Plate (carbon)
Sheet, AISI 302Strip, AI$1 All
Structural (carbon)
Tubes, seamless, 2.21/e
Tubing, AISI 304

Tanks and pressure vessels
Tube stills
Valves and fittings

18
0C

(1946 = 100)
$047 149 1549 1950 1951 1952 1953
1144 1249 1321 1368 1443 1498 157.3
1355 14,71 1512 1548 1643 1644 111.1
1105 1228 127.7 1325 1412 1406 i428
1210 1333 1398 1534 1653 167 I 1818

ir122.8 +1 65.0
1114 1213

01110 1194
1189

122.0 127.6
1263 1286
120.7 127.2
122.9 127.0
109.0 115.9

t173.5 tt172.5 tt1808 tt1790 tt1885
2260 1346 1452 1458 1531
123 7 125.3 132.7 132 7 1378
121 7 124.4 1328 1326 1359

1309 1349 1543 152.4 156.4
128 7 1350 1558 154.6 157.1
1323 142.8 1667 161,4 1650
129 7 1316 147 7 1480 1569
124.8 126.0 1461 146 5 148.1

1354 1955 1956 1957 138 1951 1360

161.4 1656 1739 1850 1912 195 9 197.3
1436 149.4 1540 159,9 1617 1635 1640
1447 1505 1592 1613 162.4 1664 1692
193 1 205.9 218 1 232 7 238 7 244.4 2444

ti'88 r "194 0
159 1 167.4
142 1 1466
1385 139.8

159.9 162.5
157.7 157.1
1712 1765
161,9 161.8
150.5 1532

115.0 130.0 1330 140.0 152.0 1658 1749 171.7 156.8
175.3 185.3 190.7 164.3
152.3 159.4 156.8 145.3

115.1 1320 132.1 135.0 139 1 150.0 151.3 149.7 153.7
112.0 125.2 1340 143.2 154.2 155.1 165.4 173.8 185.7

113.n 120.0 123 1 127.8 142.3 1462 151.9 154.6 162.9
tt137.9 t168.0 t172 0
1t137.0 t162.8 t t0174.8
10134.0 1163.5 tt167.4
tt 135.0 t011602 W071.1

109.0 112.0 1000 101.2 108.6 108,6 108,6 108.6 1121
00t102.0 t0t103.0 41092 tt114.0 t126.8 111323 11147.8 11261.6 11772

00 113.8 :161.4 t177.0
trt136.8 8t162.3 t174.3
0t1312 t160.6 It166.7
00134.0 10159.1 0071.0
t128.3 10157.3 t161.5

10t1302 00135.5 00W51 7 $1552 0t151.5 :160.8 ;172.8
111.0 125.8 134.0 146.6 151.5 157 8 167.2 1786

81126 2 154 7 tt158.9
t135.4 ;t160.7 0t172.7

117.0 120.0 129.8 133.3 155.5 155 5 162.5 161.9 166.7
1118.0 126.8 1130.1 1125.0 1288 130.4 133.5 198.5 193.1

155.0 181 0 165.3 190.0 208.5 203.2 201.1 1978 209.7
11380 174.3 157.7 176.9 189.1 191.2 189,6 181.2 188.4
§140.0 §166.0 §181.0 212.0 224.5 2490 235.5 238.0 246.0

155.0 178.0 213.5 250.0 255.5 256.5 253.0 §2550 261.3

I+2060 tf2180 t+2198 1t2232 f+224.5
1769 1840 1870 1914 1930
153.3 159 7 1632 1647 167.8
1449 149.0 1510 1529 154.6

175.0 1896 192 7 195,8 1952
169.6 1812 186.4 1864 182.8
194.9 2120 2188 223 5 221.0
175.4 1880 187.3 1886 1818
1640 173.9 ;783 1785 180.7

193.4 203.6 181.2 179.3 194.0
198.8 191.4 168.8 1696 184.9
178.6 213.2 190.0 186.4 201.2
166.7 1752 176 7 180 1 183 1
200.3 2143 224 7 2304 234.5

182.1 187.4 194,9 201.0 202.5
204.0 204.0 206.3
229.5 246.6 243.0
1988 1987 201.7
225.7 ?42.5 239 2

119.2 119.2 1192 119.2 119.2
402033 W 2033 2099 229.1 221.0

209.6 218.8 2203
228.5 2456 242.0
194.3 198,0 200.8
224.1 241.1 237.4
188.1 188,1 190.6
226.4 243.5 239.9

211.8 230.9 240.4 258.9 240.9
184.9 184,9 187.1
2262 243.3 239.7

180.9 187.8 199,2 1993 199.3
183.8 186,1 188.0 186.8 188.5

214.5 201.8 198.9 214.1 204.8
195.0 187.6 184.7 190.9 117.9
253.6 243.0 204.0 218.0 211.4
265.6 266.5 §2675 267.5 267.4

124.9 131.9 136.7 153.0 151.8 155.1 1599 166.8 183.8 196.5 199.6 206.0 208.4
127.8 136.0 140.1 155.3 157.5 162.3 165.9 172.5 187.4 199.4 209.6 217.0 221.8

116.0 125.9 132.9 135.8 149.6 149.9 156.3 161.9 168.5 179.3 193.2 192.5 192.6 193.0

138.9 141.4 142.8 140.0 153.8 155.7 156.7 159.0 161.4 1692 178.1 180.9 179.9 181.2

111.5 121.5 119.3 120.7 136.9 136.1 140.1 144.9 160.5 168.0 170.1 176.2 178.2
120.5 148.0 152.2 160.0 169.0 179.0 186.0 195.0 201.0 233.0 256.1 264.8 263.8 261.0
115.0 133.4 149.2 156.5 167.2 170.1 178.9 182.7 193.0 219.8 244.5 252.4 251.5 248.9

"114.0 127.0 135.9 138.2 155.9 155.6 162.5 166.5 177.2 1920 206.7 214.7 226.5 228.3

68118.9 891357 W846.5 9§153.7 11663 170.0 §§182.7 §187.1 196.0 212.4 232.5 240.6 244.7 244.0
120.3 136.7 150.7 156.3 164.8 169.0 190.2 198.7 208.0 221.0 236.0 242.7 246.0 246.0

1117.0 1131.0 11142.1 152.3 160.0 11632 i175.8 187.0 195.1 215.9 241.8 252 7 257.4 254.3
131.0 173.0 177.0 184.0 197.0 218.0 222.0 215.0 212.0
127.0 155.0 166.0 169.0 175.0 187.0 197.0 201.0 197.0 196.0

113.5 138.0 152.2 162.7 1723 176.2 1857 193.4 204.3 219.1 252.2 262.8 268.5 268.3
1150 135.0 140.9 149.5 163.3 168.8 -188.3 199.4 211.2 235.5 265.4 277.5 285.1 282.7

175.0 180.0 190.0 200.0 220.0 226.0 226.0 220.0

117.5 1400 1348 136.0 156.1 153.4 150.3 147.3 150.3 168.0 176.3 175.1 177.2 181.0
1300 129.0 126.0 127.0 123.0 120.0 119.0 117.0 113.0 107.0 98.0
125.9 132.9 135.8 1908 1931 197 1 208.6 231.9 243.4 242.7 257.6 260.3

*From Quarterly Costimating page of OGJ, January, April, July, and October. tScurces shown in Quarterly Costimating page (code numbers of Bureau
of Labor Statistics, etc.). $Cement only-sand index 112.0. 8Retised, OGJ, July 5, 196., p. 117. TOnly asbestos pipe insulation. Yellow-pine timbers-
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i direct frontal attack on the problem was ordered--to impose such maximum envi-
ronniental forces on a miirhnrmn stabilit condition to capsize the rixoel'

Assessment of Stability Requirements for
Semisubmersible Units
Edward Numata,1 Member, W. H. Mlchel, 2 Member, and Alan C. McClure,3 Member

The development of the presently required stability criteria for semisubmersible platforms is traced,
and the lack of rigor embodied therein Is indicated. Results of a recent two-year research program
directed by SNAME Panel MS-3 on stability behavior of semisubmersibles are presented in detail.
Conclusions are drawn that the present criteria which emphasize overturning are inappropriate, and
that even with high winds and maximum seas the possibility of overturning is minimal. The major
needs for adequate stability are iTdicated to be for lessening the possibility of wave impact on the
upper stricture in heavy weather, and for minimizing motions due to secondary effects in operating
conditions. Various actors that may influence the assignment of required stability for a semisub-
mersible are discussed Further research into the stability-behavior relationship and toward im-
proved evaluation of wind heel is outlined.

Part 1: General
Background

Tiw FIRST seniisubmersible drilling platforms were put into
operation in the early 1960s, Apart from the limited experi-

S(:hief, Offshore D) narnics Division, David-on laboratory, Stevens

Institute of Technology, ihob.ken, New Jersey
- Vice president, Friede & Goldman, Inc , New Orleans, Louisi-

ariat
),sner. Alan C Mc(.lure Associates, Ilouston, Texas

For presentation at the Annua! Me-ting, New York, N Y, November
11-13, 1976. of Til. S(x IlETY F Nxv.t. A R:IITTS ANt) MARINE
F NI N E .R.,

S, ('0l'sN itiii 197, 10 1 - k N V!, %F its I A , i ,t rIII , I t , I MRIN , is

ence gained during the preceding few years of using column
stabilization in submerging or raising a unit from the ocean floor
(in relatively shallow water and moderate environment), there
was little guidance as to the stability needs in a semisubmerged
operational mode.

In the mid- 1960's, the American Bureau of Shipping orga-
nized its first committee on offshore mobile drilling units for
the purpose of establishing a uniform set of requirements for
design and construction of drill ships, jack-up units, and col-
umn-stabilized types of drilling platforms. For the first time
in the history of classification societies, a definitive set of re-
quirements for both intact and damaged stability was to be
included as a requirement for class, in recognition of the fact

1-
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Fig I Intact stability criterion for offshore mobile drilling units Fig 2 Irtat stall criterion for L' S Navy surface vessels
','2

that these units had characteristicall, high centers of gravity
and high windage areas and, being essentially fixed in location
during operations or slow moving in transit), were highly
vulnerable to the exigencies of % ind and sea With most ac-
tivity at that time concentrated in the hurricane-prone Gulf of
Mexico. there wsas little objection to this position

After considerable study, the rules committee adopted the
%ind heel criterion for intact stability that had been developed
by the U S Coast Guard for general ship stability application
This criterion (show, n in Fig I as taken from reference II ]") is
a modified and simplified version of the naval ship criterion
of Sarchin and Goldberg 2] sownn in Fig 2) insofar as it
eliminates any stipulation of roll angle, requiring only the
calculated wind overturning moment and the corresponding
vessel's righting moment as basic input information. Its
premise is that the excess of righting energy (area under the
righting moment curve to angle of overturning, or to any lesser
downflooding position) over that of the wind energy to the same
point should be sufficient to account for all other possible
overturning effects and uncertain quantities, such as,

* Wind gusts
* Motions due to sea
* Overridden moorings
* Errors in wind force assessment

This margin of excess righting energy was selected as 1.4 for
the case of surface vessels. In consideration of less motion re-
sponse to the sea, the factor for semisubmersibles was reduced
to 13

Prior to conclusion of this matter, an alternate criterion for
semisubmersibles was proposed, similar to the approach of
Sarchin and Goldberg, wherein from a point of static equilib-
rium of the calculated wind heel and righting moments, further
roll excursions due to sea, wind gusts, etc could be reasonably
assessed, and the stability rationally evaluated The rules
committee was reluctant at that time to require that a sea state
be correlated to the wind effects, and felt that there was in-
sufficient data on actual semisubmersible motions to establish
probable roll excursions applicable Lo different configurations
The proposal was therefore withdrawn, but in view of its pos-
sible merits, a separate article was included in the rules to
provide for consideration of any such rational approach that
was sufficiently documented:

"3.15.3 Other Stability Criteria- based on authorita-
tive wind tunnel tests and behavior .?sts of a repre-
sentative model in waves, alternate stability criteria
will be considered for approval." I1]

I Numbers in brackets designate References at end of paper.

Thereupon. the %ind heel criterion for intact stability %as
put into effect in the first set of ABS rules for offshore mobile
units, issued in 1968 This is the same criterion in effect
today

In 1972, the committee reconvened to consider re% visions to
the 1968 rules One of the crucial issues was the wind heel
criterion a- appliedd to semisubmersibles, which was considered
by many operators and designers to unreasonabl) penalize the
semisubmersible's load-carrying capacity Operating expe-
rience under fairly severe conditions, as well as analysis of the
energy-available concept, tended to belie the need for the
stringency expressed by the criterion Hence, strong arguments
were made for a reduction in the requirements Nevertheless,
the committee felt that the data and rationale presented were
insufficient to justify a fundamental change While a clarifi-
cation of the rule requirements was made that alleviated some
of the concem,s the principle of the wind heel criterion and the
associated factors were retained without change in the new
revision of the ABS rules issued in :31

Another objection to the stability criterion is that Area B in
Fig I, the area under both the wind heel and righting moment
curves, should not be considered a factor in the stability criterion
since one factor balances out the other A contradictory feature
of the criterion is that beyond the angle at which the righting
moment is 1,3 times the heeling moment, the area ratio will
decrease The downflooding angle can be artificially reduced
in order to truncate the curve at the above point in order to meet
the stability criterion, actually reducing the safety of the
unit

In light of this controversy, Panel MS-3 "Mobile Offshore
Platforms" of the Marine Systems Committee of the Society of
Naval Architects and Marine Engineers undertook a research
program on the behavior of semisubmersibles under combined
wind and sea to establish more definitive stability requirements.
A program A as formulated, and funds were solicited from the
oil industry and associated marine interests. Affirmative re-
sponses %ere received from the following 14 companies, en-
abling the program to proceed

American Bureau of Shipping
Amoco Production Research
Avondale Shipyards, Inc,
Exxon Production Research
Friede & Goldman, Inc.

' In drilling condition with maximum deck load, the wind heel is
taken for 70-knot winds Under the severe storm condition with
100-knot winds, a reasonable reduction in deck load or change in draft

or both is allowable, to increase the righting moment.

Assessment of Stability Requirem .ints for Semisubmersible Units2
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it is noteworth) that the full support of this program was by
private subscription, the industry recognized the ieed and as-
sumed the initial responsibility for conducting this research,
and no Government funds were solicited )

In August of 1973, Davidson laboratory of Ste% ens Institute
of Technolog, was authorized by the Society to proceed with
the research program under the direction and guidance of Panel
MS-3 The program is described in detail in Part 2 of this
paper

[w-o interim reports were mode to the industry in the form
of papers presented before the Offshore Technology Confer-
ence in 1974 [4] and 1975 151 The program was concluded in
late 1975, and a final report was submitted by Dasidson Lab-
orator,, to the panel for their consideration The findings were
considered s, significant as to merit wide circulation throughout
the marine industry. Therefore, rather than issuing the report
as a Technical and Research Bulletin ol the Society, the panel
decided to present this paper at its national meeting

Highlights of the research program

As explained in detail in Part 2, the research program in-
volved primarily nsodel tests of two designs of seirisubmersible
platforms, Figs 3 and 4 The two models were cLosen to be
representative of the majority of semisubmersibles in use today
Model A, a 4-column footing-type design, is similar to many
modern drilling rigs w ithfi 3, 4, or 5 columns Model B is rep-
resentative of the twin-hull semisubmersibles with 4. 6. or 8
columns.

The tests crc d irecte t,,%% ard the determination of absolute
and e

1 
is e motions under % arious conditions of aiding, draft,

and associated righting moment ,ariatins, and as influenced
fo wind, wAases, and nwniKrings

[h, initial emphasis was directed toward examining the
validity of the mind heel criterion, that is. under what set of
em ironmental conditions would the unit be critical in stability
and % hat factor of righting energy to w ind energy would this
represent' After several earl) trials on the first model, a direct
frontal attack on the problem sas irfered-to impose such
maximum en-,ironmenlal forces on a minimum stability con-
dition to capsize the mxilel'

Ultimately, the folhs ing conditions w ere imposed

I Wind of 140 knots (twice the calculated effect of the
maximum rule requirement of 1(0-knot wind)

2. Metacentric height (GM ) of 2 0 ft
3 Ratio of righting area to wind area = 0.82
4 Maximum wave height = 120 ft
5 Moorings overridden (the seaward moorings are assumed

broken and the unit "trips" over the leeward moorings)

The ineo |table overturning did not occur, nor was any cap-
sizing situation approached even though the top of the leeward
caisson was frequently several feet under the water surface.
These observations supported the iew that even at large wind
heel angles, the semisubmersible still responds linearly or nearly
so to the hansonic wave forces Under this premise, if the unit
is not unstable due to wind overturning effects alone, it will not
become unstable due to added wase dynamic effects.

However, in the process of demonstrating that large reserve
of righting moment is not essential to maintain stability, the
testing revealed another situation that could have serious con-
.sluences of a different nature. Wave impact under the
platform deck adjacent to the leeward caissons was significant
under high wind overturning moments and high waves. The
less the available righting moment, the more pronounced the
impact was seen to be.

The course of further testing was then changed to explore the

Assessment of Stability Requirements for Semlsubmersible Units
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Fig. 5 \\ae rise at leeward caissons in beam seas. Vessel A, 5-ft
draft, 10-ft GM

rig motion characteristics in regard to wave clearance at the
leeward caisson, which now was recognized to be a most sig-
nificant parameter. Both models were tested in regular waves
and irregular waves, at several heel angles and GMt values, as
described in Part 2. Typical results of wave clearance mea-
surements at the leeward caisson are shown in Figs 5 and 6,
including both direct measurements from the irregular-sea tests
and derived values using respons-' amplitude operators (RAO)
produced from the -egular-wave tests.

Two most important features are indicated from these
data -

1. The wave rise on the leeward caisson, measured from
stillwater level, was only moderately greater in the wind heel
condition than with the unit at zero heel The major factor that
reduces "air gap' clearance to the upper deck was seen to be
the initial heel angle itself. Obviously then, the greater the
righting moment characteristic, the less the heel angle produced
by a given wind moment, and thereby the greater the resulting
clearance.

2 The wave rise produced in the irregular-sea tests was
consistently higher in all cases than that predicted from spectral
analysis using the regular-wave RAO data,

On the latter point, studies of the irregular-wave test records
showed impulsive disturbances that caused roll oscillations at
the natural frequency, and which when superimposed on the
normally expected motions lead to higher roll maxima than
might otherwise be anticipated It was hypothesized that these
impulses might be due to second-order wave effects producing
lift forces on the submerged elements. The final phase of
testing was undertaken to explore this phenomenon.

it had been observed that models with low metacentric
heights have a tendency to develop a permanent list when tested
in regular waves, at some particular wave frequency and height.
Figure 7 shows the results of calculations made for Model B
following the methods and assumptions of Appendix 2 of this
paper. A very low value of GM is assigned, resulting in an
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Fig 6 Wa%e rise at leeward caissons in beam seas, Vessel B, 70-ft
draft, 05 ft GM

equilibrium angle of heel of 10 deg in regular waves (20 ft high,
8 sec period) with no wind heeling moment present.

If the GM is increased sufficiently, the wave heel moment
curve will lie entirely below the righting moment curve, and
the vessel will remain upright, as in Fig. 8S

In the presence of wind, an initial equilibrium position
changes this situation, and the wave heeling moment in the
vicinity of the wind heel equilibrium angle becomes important,
Fig. 9 A new equilibrium angle is reached, which in the il-
lustration is 5 deg greater than the equilibrium angle due to
wind heel alone. This represents a reduction in wave clearance
of 9 ft in the example vessel, Model B

Representative tests were run on both models and the results
compared with the theory of the lift force on a submerged
cylinder in waves. A significant result is that in regular waves
a limiting GM can be&,termined, above which a permanent
list due to waves alone will not develop. Although the theo-
retical results cannot be extended to irregular seas, the tests
indicated substantially reduced maximum roll when the GM
"is above the critical value.

At this point, the research project was halted for the usual
good reason that the funds were depleted. It was coincident,
however, with the panel's desire to report the findings to the
sponsors and to the industry for their consideration and use. In
addition, it was an appropriate point for the panel to reflect on
the significance of the results and the direction for further re-
search.

Need fe-r metacentric height
The ABS stability criteria include, in addition to the wind

heel criterion, the reqg-iiement that the GM be positive over
the full range of drafts and loading conditions. There are a
number of semisubmersibles now in operation both of a buoyant
upper-hull type and those with open platform decks that can

Assessment of Stability Requirements for Semisubmersible Units
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meet the wind heel criterion with zero initial stability, that is,
with zero GM. However, all vessels need a positive GM suf-
ficient to facilitate safe operations, that is, sufficient to avoid
large sudden heel or trim angles which could jeopardize the
safety of personnel or cause damage to equipment and struc-
ture. Examples of such operations which may cause large
heeling moments are:

1. Heavy-lift crane operations. Some modern crane in-
stallations on drilling rigs have ratings as much as 100 tons.
Lifting such a load 100 ft off center would cause a heel of about
5 deg in a 20,000-ton semisubmersible with a GM of 5 ft.

2 Units in which the drilling derrick is not directly over the
center of flotation can develop large heeling or trimming mo-
ments as a result of picking up or releasing heavy weights, such
as when trying to frei st,;:k pipe in the well or in the event of
drill pipe failure.

3. Failure of a mooring line when under significant tension
could result in a substantial heeling moment.

The assignment of a suitable minimum value of GM to take
care of these effects is a matter of judgment and experience.
Current operating practice varies from one operator to another;
however, most operators try to keep GM as low as permitted
by 1 .3 area ratio. Lower but still positive GM is permitted
during ballasting or deballasting transit conditions.

Assessment of wind force and moment
The overturning moment due to wind is one of the critical

factors in determining the intact stability and the wave clear-
ance of a semisubmersible. Unfortunately, it is also the least
researched, and its determination the least reliable.

The method presented in the ABS rules makes use of well-
substantiated wind force coefficients on individual elements
and bodies, derived from aeronautical and civil engineering
data. What is lacking is a reasonable knowledge of how these
individual elements are influenced by each other when com-
bined into a semisubmersible drilling rig. Blockage or shielding
effects of one element on another farther downstream are not
readily determined, and are thus generally ignored, The in-
crease in wind force due to heel of the unit is taken at a higher
value than one would anticipate from aerodynamics, yet the
i.-rease in moment due to lift generation on the upperworks
is disregarded. Without further validation, the accuracy of the
accepted method is highly questionable, as is the determination
of whether it errs on the high or low side.

In this regard, one cannot fully discount the experience re-
lated by semisubmersible operators. Practically without ex-
ception, their indications are that the calculated wind heels are
exaggerated well beyond those actually developed in severe
environments. While such observed behavior may be biased,
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Fig 8 Wave heeling moment, Model B, 10 5-ft GM
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for example, by the restraining effect of intact moorings, inexact
measurement of steady wind speed, or by the blanketing effect
of high surface waves, the testimony should not be ignored.

PanelI MS-3 has initiated a program for gathering and ana-
lyzing behavioral data for semisubmersibles in service, which
hopefully may result i, reasonable indications of wind heel
effects. However, it is realized that only general trends may
be expected from this program, since wind force and over-
turning effects would be extremely difficult to isolate and
evaluate accurately on a full-scale operational unit, considering
the influence of wave motions and current that accompany an)
significant wind. Thus, it is believed that wind tunnel tests on
semisubmersible configurations offer the only feasible means
of evaluating wind effects.

An example of the difference in results between the wind
force and overturning moment calculated by ABS rules and
those determined from wind tunnel tests is given in Fig. 10.
The configuration is that of the Mohole design, presented in the
1965 TRANSArIONS of the Society 16), and the ABS factors
have been calculated in accordan,e with presently accepted
practice. It can be seen that the calculated drag force is over
50 perce-nt greater than that determined experimentally,
whereas the calculated overturning moment is only about 20
percent greater than the test value (both referred to an assumed
center of lateral resistance at half-draft). For this configura-
tion, with its fairly open tubular array and smooth underbody,
the increase in drag due to underside exposure when trimmed
is seen to be modest, whereas the generation of lift force and
lift-induced moment is significant.

Assessment of Stability Requirements for Semisubmersible Units
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Fig 10 Variation of wind forces ,ith trim angle, 70-ft draft,
60-knot wind

Wind tunnel tests of a submerged running semisubmersible
17) with sharply faired columns showed good agreement with
wind force calculations in the head direction but poor corre-
lation in the beam direction This clearly indicates the effect
of blockage of the elongated columns in the beam direction.

An extensive series of wind tunnel tests was performed on the
semisubmersible STAFLO, a 10-column, twin-hull unit 18, 9].
In reference [9), de Jong demonstrates that wind force on a
semisubmersible can be predicted with acceptable accuracy
by a simple equation of the form:

F. = /pV
2

A.C

and

F= = F, cosli + F. sin 3

where A is the total projected area calculated without regard
to blockage, and C is a coefficient. The result is thus very
similar to the ABS formula if C incorporates the effects of shape
and height coefficients, De Jong found the coefficient C to be
0.74 for level conditions and for various trim or heel angles,

C = 0.74 - [0.00025 ,2 + 0.005 y,(1 - cose)] sin,$

(it must be noted that the vessels considered by de Jong have
exposed girders under the upper deck. The coefficient C de-
rived for the semisubmersible described in [61 which has a
smooth plated underside is 0.45) Attempts to develop an
analogous expression for heeling or trimming moments did not
meet with success, however. It will probably be necessary to
develop a means for calculating the magnitude and centroid
of the lift force in order to predict the moments satisfactori-
ly.

What is needed at this time is a systematic series of wind
tunnel tests that would accomplish the following:

1. Correlate the low subcritical Reynolds number coefficients

on individual components of the model, with high supercritical
Reynolds number coefficients anticipated for the full-scale
rig,

2. Determine the forces on bracing and column arrays in
various attitudes to establish realistic blockage effects.

3. Test upper platforms, both smooth-bottom and ex-
posed-girder type, through a range of heel angles, alone and
in combination with various column arrays.

4. Perform similar tests on deckhouses, derricks, etc. to de-
termine shielding effects.

In general, a series of "building-block" tests is indicated, to
be confirmed by tests on complete assemblies, and as may be
later substantiated by full-scale operational data. This is a
forthcoming program that the paneilhopes to put into effect in
the next phase of research.

Summary and conclusions
1. The extensive testing of a typical semisubmersible under

extreme wind and wave conditions showed no capsizing ten-
dency, even at righting moment to wind moment area ratios
less than 1.0 It is demonstrated that the required wind heel
stability criterion is not applicable.

2 A semisubmersible which has a reasonable wind heel
equilibrium angle in still water will probably have satisfactory
stability in the presence of wind and seas.

3 Combined wind heel and wave action can induce slam-
ming on the underside of the upper structure. Reduction of
wind heel to obtain wave clearance can be a determining re-
quirement for righting moment.

4. The observed lift force on a submerged body is seen to be
accentuated in higher, steeper waves, A list can develop in-
dependently of wind heel if the metacentric height is below a
critical value under these conditions.

5. Wind force and moment determination on a semisub-
mersible by existing analytical methods is of questionable ac-
curacy. Systematic wind tunnel testing of components and
configurations offers the only immediate promise of resolving
this situation.

6, Research by further testing and analysis should be con-
tinued toward a more precise definition of the stability patterns
observed and toward firm establishment of realistic criteria.

7. The present practice of establishing wind criteria in the
absence of waves, and wave clearance criteria in the absence
of wind, should no longer be considered satisfactory. Wind
speed should be taken in association with the wave heights and
periods that can be produced in that regime, and the concurrent
effects applied simultaneously.

Part 2: Research program
Introduction

The Davidson Laboratory proposed to conduct tests with
models of two representative semisubmersibles in waves with
the simulated effect of steady wind. The following vessel and
environmental characteristics would be varied in an attempt
to identify conditions of unsafe behavior:

* Draft (air gap)
* Vessel heading to common wind and wave direction
* Variable deck load (metacentric height)
* Mooring type
" Wind force (velocity)
" Sea state severity

Initially, it was anticipated that a reasonable amount of testing
would permit the identification of variables which would cause
a vessel casualty of capsizing or downflooding.

Vessel A is a 4-column, froting-type semisubmersible de-

Assessment of Stability Requirements for Semisubmersible Units
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Fig 11 Instrumented Model A

signed by A. John Burnell, a member of Panel MS-3; Fig 3
shows the configuration and principal dimensions. The panel
believed that such a design, proportioned on a "stability-simi-
lar" basis from an existing series of 3-column units, would be
representative of a number of rigs in service.

The following basic loading conditions were furnished by the
designer:

Draft, ft
Weight, long tons
Vertical CG, ft

65
16,300
78.5

Both conditions included 2700 long tons of variable deck load,
and the deeper draft was obtained by increasing the water
ballast in the footings l-om 4300 to 6000 long tons.

Vessel B is a 6-column, twin-hull semisubmersible designed
by the third author. Again, the panel felt that this configura-
tion would be reasonably similar to a number of rigs in service.
Figure 4 shows the configuration and principal dimensions.

The following basic loading conditions were furnished b> the
designer:

Draft, ft
Weight, long tons
Vertical CG, ft

50
21,600
6,5.5

Each condition included 2600 tons of deck load; the deeper
draft was reached by increasing water ballast in the lower hulls
by 2680 tons.

Using stock sizes of acrylic plastic sheet and tubing, 1/96-
scale models of these vessels were fabricated The footings of
Model A and the barge hulls of Model B were arranged such
that adjustable amounts of water ballast could be used to alter
the draft and the vertical center of gravity.

As the testing and analysis proceeded under the guidance of
the panel, three distinct but related phases were identified. In
chronological order they were

1. Susceptibility to capsizing.

2 Relative motion between deck and sea as a measure of
tendency toward downflooding.

3 Wave-induced heeling,

Susceptibility to capsizing

Test details
The general objective of the test program was to explore a

matrix of variables so as to identify critical combinations which
would result in capsizing of the model of Semisubmersible
A

The first test session in September-Cktober 1973 concentrated
on searching for a capsizing situation. Although no capsizing
or near-capsizing was encountered, a question was raised as to
% hether or not free pitching was inhibited when the leeward
deck surface struck the water surface. Accordingly, all the
peripheral panels of deck plating were removed, leaving only
a center section, as shown in Fig. 11

A brief second test session on November 3, 1973 was con-
ducted to rerun several conditions and evaluate the effect of
the "open deck" Shortly afterwards, the results of the two test
sessions were presented to Panel MS-3 for their evaluation.

\ Since no capsizings had been registered with a standard
survival-intensity wind force, the panel recommended that
additional tests be run with a greater wind force, and with in-
creased deck loading (decreased metacentric height). These
changes would increase the area under the wind moment curve
and decrease the area under the righting moment. When deck
load was increased, water ballast was decreased by an equal
amount to maintain a constant draft. The model deck was fully
plated during the first test session; only the center panel was
retained for the second and third sessions.

The third test series was conducted during January 1974.
Table I presents the conditions covered during the three test
sessions with Model A. The mooring and wind force simula-
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Table 1 Capsizing susceptibility test program

Draft, [leading, Variable load,
ft deg long tons
65 90

15

85 90

1
15451

2700
2700
3600
1150
2700
2700
3600
4150
2700
3700
4500
2700
2700
1500
4500

Maximum
(;M, wave height,

ft ft
15 5
15.5
7,5
2.0

15.5
15.5
7.5
2.0

21.5
13,.5
7.0

215
21.5

7.0
7.0

,--Wind speed, knots------0 0 1 Ito

AC, B i

C B
B

A A .
A C B
A A B
A • B
., B" B

B
B

A A
A A B

B
A B

NOTES
A denotes test with full-plated deck.
B denotes test with center section of deck plated.
C denotes tests with both deck plating configurations.

i
- WIND MOMENT WL

r7;Y/k L

Fig 12 Wind moment simulation

tions are explained in the following sections.
Two types of simulated catenary moorings were used The

first represented an 8-point catenary mooring of 3-in stud-link
chain, and used scaled lengtlss of bead chain having the desired
scaled weight per foot. Each chain was pretensioned to 150
kips; the water depth was about 500 ft. The second simulation
used the same size of chains to represent an extreme case where
the windward chains are lost and the platform overrides the
remaining two leeward chains With the platform broadside
to wind and waves, it drifts to leeward until the two chains at-
tached to the port and starboard leeward columns, respectively,
now lead to windward and thus reinforce the inclining moment
imposed by wind and waves,

The platform designer furnished values of wind force, center
of wind force, and center of below-water resistance, for a range
of angles of inclination to the point of deck edge immersion, that
is, the "angle of downflooding." These data were calculated
to meet the present requirements of regulatory agencies. The
calculation assumes the wind moment to be a force couple
formed by the wind force acting through its center of above-
water resistance, and an equal but opposite water force acting
through the below-water center of resistance. No consideration
is given to forces imposed by mooring cables.

As a platform inclines, the projected sail area changes such
as to increase the wind force and shift its center of application.
A simple device was constructed which applied a simulated
wind moment varying with inclination according to the wind
force and center calculations. As shown in Fig. 12, a horizontal
line, attached to the forward end of a tubular frame projecting
forward from the model detk, extended about five model
lengths to leeward and then led vertically upward over two
pulleys to a second hanging weight equal to the weight on the
below-water line. Under the action of these two weights the

model inclined and the rise of the forward point of attachment
of the "wind" line produced the desired increase cf wind mo-
ment with inclisiation

The tests were conducted in Da,.idson Laboratory Taok 3,
313 X 12 X 5.4 ft depth. Irregular long-crested waves were
generated with 100-wave reproducible samples used for each
test run, thus permitting comparison of behavior of different
vessel conditions in identical wave patterns.

The majority of runs utilized a wave sample which included
a maximum wave with a crest-to-trough height of 120 ft and
an apparent period of 16 sec, full-size, the entire 100-wave
sample had a significant height of 65 ft and an average period
of 19 sec

Several runs were taken in a reproducible 100-wave sample
with a maximum wave 90 ft high and an apparent period of 14
see, This sample had a significant height of 69 ft with an
erage period of 15 5 sec, and "as chosen because it had a
number of steep, high waves in addition to the maximum
wave

Model behavior during each run was recorded via closed-
circuit television on videotape at model time scale. Selected
portions of significant tests were also recorded with a high-speed
16-mm movie camera, w hen the color film is viewed at normal
projection speed, motions are "slowed" to the ship's time
scale.

A standard computer program was used by a consulting firm
to furnish the data necessary to plot cross curves of stability at
45 deg and 90 deg headings Curves of static stability were
then obtained for the test conditions of Table 1, and are shown
in Fig 1:3 along with curves of wind heeling moment. Note
that all righting moment curves have a characteristic increase
in slope when the windward footing(s) begin to emerge.

Know n inclining mimients were applied to the model in two
conditions and the resulting heel angles were measured The
experimental moment-heel angle data, when scaled up to full
size, were in close agreement with the computer results.

Test results
No capsizings or near capsizings occurred The 120-ft

maximum wave did cause dangerous conditions such as green
water on deck. impacts against the leeward deck structure when
a static trim was induced by the wind force, and momentary
immersion of the leeward deck edge. The froraispie-e shows
a typical test scene

As might be expected, the static trim due to wind force was
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Table 2 Test matrix for responses in regular waves

Heading, Draft,
deg ft Winda

Deck
load.
long
tons

Static
(;M, chne,ft deg Mooring

Vessel A
45 deg 65 no 2700 J 5.5 0 none
45 deg 65 yes 2700 15 5 9 none
15 deg 65 yes 3600 7.5 12 none
15 deg 85 no 2700 21.5 0 none
45 deg 85 yes 2700 21 5 6 none
Beam 65 no 2700 15.5 0 none
Beam 65 yes 2700 15.5 10.5 none
Beam 65 yes 2700 15.5 11.5 over-

ridden
Beam $5 no 4100 10.0 0 none
Beam 85 yes 4100 10.0 13 none

Vessel B
Beam 70 no 4750 10.5 0 none
Beam 70 yes 4750 10 5 10.5 none
Head 70 no 4750 12.-1 0 none
Head 70 yes 1750 1 2 .4 h 7 none
Beam 50 no 4 t50 9.0 0 none
Beam 50 yes 1450 9.0 12.5 nonp
a Wind force corresponding to 100-knot velocity.
h Longitudinal GM corresponding to same VCG as trans-

verse GM of 10.5 ft at 70-ft draft.

9

800

, 600

2
00

smallest with the catenar- spread mooring, and largest with the
overridden catenary. An intermediate angle resulted when
the wind force was opposed by an equivalent force acting
through the center of below-water resistance, that is. the un-
mo. red condition Only four runs were made with the cate-
nary spread mooring because of its stabilizing influence
Beckwith 101 illustrates clearly the effective reduction in
heeling lever due to catenary mooring lines

No large, resonant roll excursions were observed during an,
of the runs. By way of explanation, it is pertinent to examinrW
the natural periods of the platform as determined from free
oscillation experiments with the model

Variable load, tons
Draft, ft
Vertical CG, ft
Heave period. sec
Roll period. sec

6.5
78.5
21,5
48

2700
S5

72.0
21.5
38

The survival sea states contained wave periods in the region of
the heave natural period, and thus large heaving motions were
observed. However, the natural rolling periods were well
outside the period content of the sea states, and, in consequence,
no large rolling motions which might lead to capsizing were
observed As the deck load was increased, the CG was raised,
thus causing the natural rolling periods to become larger and
further removed from the largest wave periods in the sea
states

In summary, capsizing of the intact Vessel A could not be
achieved on model scale even with a metacentric height of 2
ft combined with the dy namic effects of a 140-knot wind and
a wave 120 ft in height

As a result of these findings, it was decided to omit a similar
investigation using the model of the twin-hull Vessel B. In
addition to the stabilizing influence of an increase in righting
moment slope as the windward hull emerges, Vessel B has the
benefit of a watertight upper hull which develops an additional
buoyant force against overturning as its leeward side becomes
immersed.

Relative motion between deck edge and wave
surface

Since model tests had shown that waves and steady wind

200

DOWNFLOODING ANGLE go-
451 HEADING--

65 FT DRAFT

85 FT DRAFT
go-

- DOWN FLOODING ANGLE /
45*HEADING- --

- - /

5 (o 15 ?0 25 30

HEEL AN GLE, DEG

Fig 13 Moment curves for Vessel A

were unlikely to cause capsizing, the investigation shifted to
other aspects of stability requirements in a seaway At the
recommendation of Panel MS-3, Model A was prepared for a
series of tests in regular wa,,es to document its dynamic re-
sponses Attention was directed to measurements of the rise
of the wave surface relative to the leeward deck edge of the
platform It was planned to investigate influence of variables
such as wave heading, %ind-induced static heel, deck load and
mooring configuration, These tests were conducted in Januar-
1974.

After reviewing the results of the dynamic response tests for
Vessel A in May 1q74, the panel recommended that a model
of Vessel B should be put through a similar series of tests. Test
sessions were conducted during the fall and winter of 1974-
75

Test conditions
Figure 11 shows Model A equipped with instrumentation to

sense.
1. heave at deck center.
2 pitch or roll,
3. relative motion abreast of center of leeward caisson,

and
4. elevation of incident waves,
The signals from these instruments were transmitted by ca-

bles to signal conditioning units and thence to a light-beam
oscillograph which produced time histories on chart paper.

Table 2 lists the conditions of the two vessels. The simulated
wind heeling moment used for Vessel A was calculated by the
designer. Since Vessel B is quite similar to the Project Mohole
platform described in {61, wind tunnel test results for the Mohole
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platform model I1) Isere adapted for Vessel B.
It was decided that the major part of the text matrix should

utilize the uimmoored condition % hich is assumed when calcu-
lating w ind heel according to the A BS rules. Only one moored
case was investigated and that involved an overridden chain
mooring

The loading conditions for Vessel A duplicated certain of the
conditions used in the capsizing susceptibility program; the
righting moment and wind heel moment curves for these cases
may be found in Fig 13 Also included was one loading which
just met the ABS stability criterion at the 85-ft draft; the mo-
ment curves are shown in Fig. 14.

A basic loading condition for Vessel B was chosen such that
in a beam heading at the 70-ft draft, the vertical center of
gravity (VCG) met the ABS stability criterion. Fig. 14. This
VCG was retained for the head-on condition at the same draft.
Deballasting from a 70-ft to a 50-ft draft involved removing
water from the lower hulls, and the resulting stability exceeded
the minimum needed to meet the criterion at the 50-ft draft.
All righting moment data for Vessel B %%ere obtained by in-
clining the model to the point at which the waterline reached
the underside of the upper hull at the caisson center (Fig,
14)

Test results

For presentation purposes, a wind axis coordinate system is
employed for Vessel A with wind and wase advance directed
along the x-axis. The symmetry of Vessel A is such that bow,
stern, port, and starboard are interchangeable. For simplicity,
rotation about the transverse y-axis will be termed roll, r.
Ieave, z, is the amplitude of vertical motion of the midpoint
of the deck. The rise and fall of the water surface along the axis
of the leeward column is RM, the relative motion amplitude.
The wave amplitude is r6-

Vessel B, on the other hand, has only a longtudinal plane of
symmetry, and the usual definitions of roll and pitch will be
used in association with the customary body axis convention

Amplitude ratio results are presened in tabular form in
Appendix 1.

VESSEL 8
70 FT DRAFT, BEAM SEAS

I. lbl- GM, I 5 FT

: '

~~~I 5C' AN>O iNDMHEEL

w ZERO HIEEL

02-
Z J

6 8 10 '2 14 16 18 20 22
AAVE PERIOD. SEC

Fig 15 Relatike rnotioi response curses

Figure 15 presents relative motion response curves for Vessel
B at a 70-ft draft %ith and without the effect of 100-kt wind
heel The increase in static draft at the axis of the leeward
columns is 20 ft due to wind heel, in this condition, relative
motion is measured w ith reference to the static heeled water-
line The measured natural periods for the drilling draft of
each vesse! %ere

Heave. sec
Roll. sec

Vessel A
21.5
5i..i,

Vessel B
)'?.5

55.0)

The trend of relative motion %kith sa,,e period, illustrated
for Vessel B at drilling draft in Fig 15, is reasonably similar to
that for Vessel A at drilling draft, Relative motion amplitude
has been presented in normalized form on theassumption that
it is proportional to wave amplitude. In the region of a 6-sec
s% ave period, the normalized relative mot ion is close to unity,
Obsers ing the model in these relatively short waves, one can
see that the platform motions are small, particularly heave, and
thus relative motion amplitude is almost identical to the wave
amplitude

In the region between 8 and 20 sec, moderate heave and
rolling motions are phased such as to produce relative motion
ratios less than unity At the natural heaving period of 22 5 see,
relative motion reaches a peak due to a resonant heaving motion
90 deg out of phase with sase elevation. At periods beyond
2-3 see, relative motion approaches zero.

Prediction of responses in irregular seas

One objective of defining the dynamic responses of a model
in regular " aves is to obtain response operators which can be
used to piedict statistics of response in irregular waves An
energy spectrum of the desired sea state is combined with the
response operator to obtain a response spectrum.

A necessary condition for successful application of this
commonly used method is that the response must vary linearly
with wave amplitude at any given wave frequency. Given this
linearity, there is much evidence in the literature to show that
good agreement is obtai xed between the statistics of a response
obtained

" by prediction, using a given sea spectrum, and
* by measurement, during tests of the vessel in a sea state

defined by that spectrum
Unfortunately, there is evidence that semisubmersible motion

responses are less linear than one would desire. Kistler and
Nash 112] have done a careful study of heave linearity with a
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Fig 16 Chart record, Vessel B, 20-ft significant height beam seas

model similar to Vessel B. The areas of nonlinearity they re-
ported have a direct influence on the relative vertical motion
responses being Investigated here.
Comparison of predicted and measured
relative motion

The loading condition which met the ABS stability criterion
for each vessel at its drilling draft (see Fig. 14) was adopted for
this phase of testing Sea states w ith significant heights of 20,
28. ,A. and 46 ft, full size, were used in tests of each model, and
the wave spectra % ere computed from recorded time histories
Averages of the one-third highest (significant) % alues and five
percent highest values of relative motion were computed from
lime history records.

The measured wave spectra were then used with experi-
mental relative motion response operator results from Appendix
I to obtain predicted relative motion response spectra. The

--area under each Rt spectrum is the variance a2
, and various

statistical averages can be derived by multiplying a by appro-
priate constants. The average of the five percent highest single
amplitudes of relative motion was chosen as a measure of
maximum wave rise; this average is given by 2

81a.
Figure 5 shows a comparison of predicted and measured

values of the average of 5 percent highest values of wave rise
at the leeward caisson of Vessel A; results for zero static heel and
13-deg static heel due to a wind force corresponding to a
100-knot steady wind are presented. Maximum values are also
plotted Figure 6 gives a comparison of similar results for
Vessel B The following points can be made about these two
figures, keeping mind that these results are for drilling draft
conditions meeting the ABS stability criterion,

I. At zero static heel there is adequate freeboard to keep
wave rise well below deck level, even in sea states with signif-
icant heights approaching 50 ft.

2 With 100-knot wind heel, the reduced freeboard at the
leeward caissons is still sufficient to keep wave rise below deck
level in sea states up to 40 ft significant height.

3. State-of-the-art prediction methods consistently under-
estimate the wave rise.

Concerning Item 3, an aspect of model behavior was ob-
served which may contribute to an understanding of why
measured motion is greater than predicted

Figure 16 is a tracing of a portion of the chart record for
Model B with a 10.5-deg static heel in beam seas having a sig-
nificant height7if 20 ft. The vessel responds normally to a series
of five short waves of moderate height. Then a high, steep

wave w ith an apparent period of about 1 I sec and a crest-to-
trough height of about 26 ft passes the model A roll to leeward
is inducul and persists as oscillations at A a% e encounter period
superimposed (in an oscillation at the-4natural rolling period of
.5.5 sec The rolling behavior is reflected in the relative motion
trend Model A showed similar behavior in the same sea
state,

A long-period oscillation of such magnitude tends to increase
the statistical average ofTelative motion Also, the conventional
prediction technique does riot include the contribution of such
an oscillation A hose frequency is below the band of frequencies
ccvered b) the wave energ) spectrum.

In summary, the original objective of this phase had been to
investigate the influence of selected variables on relative motion
between the sessel deck edge and the sea surface. Implicit in
this course of action was the belief that a reasonably accurate
prediction of relative motion in a seaway could be made using
regular-wave responses Accordingl%, the test program con-
centrated on defining regular-wave response curves for use in
such predictions. However, predicted relative motion in a sea
state was consistently lower than measured motion, for each
vessel

This finding tended to place the relative motion results in
limbo pending resolution of the apparent deficiencies in the
prediction process. An obvious candidate for further investi-
gation was the long-period oscillation in roll and relative motion
apparently induced by a short, steep wave

Wave-induced heeling
Observations and explanation of mean heel

The occasional occurrence of a long-period oscillation in roll
appeared to be triggered by a short, steep w ave having an ap-
parent period in the region of tO sec and a height in excess of
20 ft. It is believed that this behavior is related to the tendency
of models of both vessels to assume a steady heel in regular
beam wa% es w ith periods in the region of 10 sec and heights in
excess of 20 ft

A short series of exploratory tests of the two models was
conducted in late (tober 1974, and it was show IT that such
w ave-induced heel increased as either (a) the wave height in-
creased, or (s) as the GM. and hence the righting moment slope,
was decreased; the charts in Fig 17 illustrate these trends. It
should be noted that there is a limiting value of mean heel
which occurs when the tipper surface of a footing or lower hull

Assessmen of Stability Requirements for Semisubmersible Units
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SEL A
DRAFT

HEEL L
GM31 FT /LOWER HULL
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Fig 17 Mean heel in 10-sev regular beam N4aves

50

just reaches the surface of a wave trough. as illustrated in the
sketch alongside each chart in Fig 17

If such large heel angles could occur Nhen static stability
levels Iiere relatively Iov, it seemed clear that an attempt
should be made to determine the GM and righting moment
necessary to avoid such unsafe behavior What was needed was
a mathematical model of the mean heel phenomenon so as to
identify the contributions of those variables whose influence
had already been observed in experiments, that is, depth of
submergence. wave height and period, and GM.

The mean heel phenomenon had been observed first in
connection with a proprietary model test At that time J. F.
Dalzell of Davidson Laboratory had conje.tured that the steady
heel might be explained by knowing that a body shallowly
submerged under waves is subjected to a steady vertical lifting
force which increases as the submergence depth decreases
Thus, at a small heel angle, the upside hull of Model B would
experience a larger lifting force than the downside hull, re-
sulting in a heeling moment An equilibrium condition of heel
could then be explained by a balance between heeling and static
righting moments.

Appendix 2 reviews published formulations for the steady
vertical force acting on a circular cylinder and bodies of revo-
lution under regular waves. It is also shown how these for-
mulations have been adapted for application to the footings of
Vessel A and the noncylindrical lower hulls of Vessel B.

Comparison between calculated and measured
mean heel

In addition to the test results of mean heel in 10 sec X 32 ft
waves shown in Fig, 17, measurements were obtained in 10 see
X 20ft and 12 sec X 40 ft waves (Models A and B), and in 9 sec

RIGHTING MOMENT / j/
GM,50 FT / /

HEEIN MET w-r / s IHIGMMN

32 r F T VEERIGTNG MOMENT

'5 H I I 1 I "I "

2 4 6 8 I0 12 14 16

HEEL ANGLE, DEG

Fig IS Predicted and bsered mean heel angles in t0-sec reg-
13laT beam waves

X 30 ft waves (Model B) These seven cases were chosen for
calculation of wave-induced heeling moment by the procedure
outlined in Appendix 2 The heeling moment, equation (4),
was solved for values of heel angle in 4-deg increments up to
16 deg, assurnirg the vessel initially upright.

Righting moment curves, corresponding to the various GM
values used in the tests, were constructed. The calculated
heeling moment curves were shown on the same charts; a pre-
dicted equilibrium heel angle was defined by the point of in-
tersection of heeling and righting moment curves. Figure 18
shows curve, s for both vessels in 10-sec waves, with experi-
mentally measured mean heel angles superimposed. The
agreement between predicted and observed mean heel angles
in 32-ft-high waves is quite good considering the assumptions
made in the calculation procedure. Agreement was not as good
for Models A and B in 12 see X 40 ft, and B in 9 sec X 3 ft
waves, with differences between predicted and measured being
4, 2, and 3 deg, respectively

When the height of the 10-sec waves is reduced from 32 to
20 ft. the heeling moment is reduced by 60 percent. Since the
resulting heeling moment curves now fall entirely below the
righting moment curves, there should be zero het"he mea-
sured heel angles are, in fact, very close to zero,

Thns, the method of calculating Nave-induced heeling in
regular waves appears to Nork reasonably well in accounting
for the effects of varying wave period and height and GM. It
should be possible in principle, therefore, to calculate the
minimum GM required to avoid a steady wave-induced heel
in an) given regular-wave condition.

Unfortunately, real seas are random rather than regular.
Accordingl, the next step is to find a way to apply the pre-
diction method to a vessel in a random sea state, The ran-
domness of a sea state precludes the existence of a steady
Nave-induced heel Instead, an occasional long-period rolling
oscillation occurs as shoN n in Fig. 16. Since roll oscillations at
wave encounter periods are superimposed on the long-period
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oscillation, peak roll angles are larger. Figure 19 shows the
largest roll angles (in one direction) measured in 100-cycle
samples of motion for Models A and B for various combinations
of GM and significant wave height. For reference, a curve of
largest double amplitude/2 is included, since double amplitudes
are independent of any bias effects. All data shown are from
tests without simulated wind heel.

There is a definite trend to larger roll angles as CM is re-
duced, and in each case the largest roll angle occuis in associ-
ation with a long-period oscillation in roll Also, as GM is re-
duced, the roll time histories show that the amplitude of a
long-period oscillation increases.

Since an 85-ft draft for A and a 70-ft draft for B correspond
to drilling conditions, significant wave heights greater than 40
ft may inhibit operations due to intolerable heave and surge
motions, heights of 30 ft are more realistic for these drafts. In
such seas, the 10.5-ft GM (ABS criterion) for Vessel B results
in a peak roll just under 4 deg to one side Reducing the GM
to 5 ft doubles the peak roll angle to just tender 8 deg; similar
trends apply to Vessel A

Another interpretation of the results in Fig. 19 is that a GM
may exist for a veswl which results in peak roll angles to one side
only slightly greater than half the largest double amplitude of
roll The implication is that this level of static stability insures
against the occurrence of a long-period roll oscillation with its
accompanying increase in peak roll angle to one side.

Until further testing furnishes more definite results of min-
imum GM needed to avoid long-period roll oscillations, a
prediction method using regular-wave responses may, be used,
The following procedure was selected for evaluation

I Assume a range of regular wave periods starting with 8
see.

2. Choose a wave height for each period such that it (a) ex-
ceeds 20 ft but is less than 50 ft; and (W) results in steepness ratios
which decrease uniformly as period increases

43 Assume that at zero hee! the slope of the static righting
arm curve equals the slope of the wave-induced heeling mo-
ment curve.

4. For each wave period and corresponding height, solve for
GM using the equality of Item 3.

5. The largest value of GM will then be the limiting value
which avoids wave-induced heeling.

To meet the requirements of Item 2, a modification of an
ABS wave height formula for ship bending moments in ,ases
has been used'

Wave height = 0.75 (wave length)0 6

resulting in the following wave characteristics:

Period. Length,
sec ft

8
9

10
i
12

:28
415
512
620
737

Height.
ft

24.2
27.9
3 1.7
3.5.5
:39.4

Length
Height

13.6
14.9
16.1
17.5
18.7

Since the resulting wave heights and steepness ratios appear
reasonable, they will be used to illustrate the application of the
method

Appeniix 2 shows the algebraic steps used to obtain the fol-
lowing formula for GM required to avoid wave-induced
heeling:

Gf = 20' r Z-J] (4bl + Zd)e-zAh0

This expression was used to evaluate limiting GM values for

a
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Fig 19l Peak roll angles in irregular beam seas
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Fig 20 Calculated minimum CM to avoid wave-induced heel

each vessel at its drilling draft in the waves just listed, Curves
of limiting GM versus wave period are presented in Fig. 20.
Peak values of limiting GM are seen to be 5 0 ft for Vessel B and
3 8 ft for Vessel A in these waves

However, these calculated GM values correspond to stability
levels at which long-period rolling was observed in the tests, Fig
19. Accordingly, the procedure should be modified in order
to obtain better agreement Ideally, the objective should be
to predict the roll response of a vessel in an irregular-wave sea
state The result uould be a time history which includes
long-period roll oscillations when the GM is less than an ac-
ceptable minimum value. However, such an undertaking
represents a substantial advance beyond the present state of the
art
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Concluding remarks on research program
The Summary and Conclusions section of Part 1 contains

certain conclusions which reflect a broad-based analysis of the
results of research detailed in Part 2 Other research findings,
which are based on model test results in waves with the simu-
lated effect of steady wind, are as follows:

1. Although it is desirable to be able to predict underdeck
wave clearance, presently available procedures, utilizing reg-
ular-wave response operators, consistently underestimate the
statistics of water rise relative to the vessel deck in irregular
waves

2 Wave-induced steady heel in short, steep regular waves
was observed with both vessel configurations, as was the oc-
currence of long-period oscillations in roll in a sea state. These
responses are accentuated when metacentric height is low-
ered.

3. A tentative method of calculating the wave-induced
steady heel of a semisubmersible in regular waves is presented.
This technique is suggested as a means of estimating the me-
tacentric height needed to avoid the possibility of large-am-
plitude, long-period rolling oscillations in a sea state
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Appendix 1

Vessel A
i ft draif. 4; deg ,, ! t 5.5 (t
Zero Static Heel

Wa ve
period,

Se

8
9
11

13
15
17
18.5
20
21
22
21

Roll,

0.030
0 075
0,130
0.140
0.115
0.1-10

Heave,

0.03
0.06
0 22
0.33
0.44
0.40

0.110 0.7',,
0.105 1.25
0 100 1.32
0.0s0 1.19

Relative
motion,
R.,, a

0.83
0.83
0.55
0.39
0.38
0.38

0.63
0.65
0.57
0 38

H

0.0.
0.
0.
0.
0.
0.
0.
0.
0.
0.

,'Heel increases draft in smooth w
ward caisson centerline.

9.0-Deg Wind Ileela

Relative
.oll, Heave, motion,, zig, RAI /
060 0.02 1.06
085 0 10 0.89
125 0.20 0.63
130 0.32 0.52
125 0.38 0.50
100 0.39 0.55
090 0.57 058
105 1.05 0.18
110 1.15 0.20
110 t.08 0.12
120 1.08 0.27

-ater to 89 5 ft at lee-

Vessel A
it dra l M I i 'C,', 1 ,. ] " I i

Zero Static [Heel 10 5-Deg Wind lheeld

Wave
period. Roll, Heave,

sec ;,U'a Z;'ts

8.0 0.075 0 I 1
9.0 0135 0.03

10.0 0.160 0.10
11.0 0.150 0.20
13.0 0,140 0.31
15.0 0.155 0.11
17.0 0.155 0.13
20.0 0.1 30 -0.68
21.0 0.100 1.18
22 0 0 105 1.39
23.0 0.095 I 32
21 .0
1 [feet increases draft

ward caisson centerline.

Relative
miot ion,

0.71
0,65
0.52
043
0,33
0.37
0.12
0.62
0.69
0.6 1
0.46

Roll,

0.090
0.1 10
0.150
0.155
0.1-15
0.155
0.145
0 130
0 125
0,125

tieave,

0.09
0.05
0.11
018
0.30
0.11
0.12
0.87
1.30
1.28

Relative
motion,

0.72
0.73
0.57
0.48
0.43
0 48
0.51
0.64
0.52
0.37

0135 0.93 0,21
in smooth water to 85.5 ft at lee

Vessel A
Z r t d rIt. 4 , g ,ca,, (;.0 - 2 W1 It

Zero Static Heel 6.0.Deg Wind Heela

Wave Relative
period, Roll, Heave, motion,

see ;4" , ..J' rk,l
8.0 0.030 0.05 0.81
9.0 0,055 0.05 0.86

10.0
11.0 0.105 0 16 0.59
13.0 0.110 0.27 0.46
15.0 0.115 0.3- 0.15
17 0 0.130 0.30 0.50
20.0 0.080 0.'0 0.78
22 0 0.075 1.39 0.65
21 0 0.055 1.27 0.18
a [eel increases draft in smooth

ward caisson centerline.

Roll,

0.030
0.080
0.080
0.110
0.115
0.115
0.105
0.110
0.095
0.070

Iteave,
Z, a

0 05
0.08
0.10
0.19
0.29
0.30
0.26
0.75
1.32
1.18

Relative
motion,

0.83
1.09
0.61
0.69
0 59
0.58
0.71
0.9s
05.1
0.16

water to 101.5 ft at lee-
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Vessel A Vessel A
8; it draft. he ,sr. (,,%I - I . t. 0 ft d itt

Zero Static Heel 13-Deg Wind Heel" 45-Deg Seas, No Moorings Beam Seas, Overridden
...... . ... . GM = 7.5 Ft, Mooring GM = 15,5 Ft,

Wave Relative Relative 12-Deg Wind Heel" 11 5-Deg Wind Heelh
period, Roll, Heave, motion, R-l, Heave, motion,

see B, 2i~ K.Ii , ;t~5  , uM5/ Wave Relative Relative
period. Roll, Heave, motion, Roll, Heave, motion,

6.3 0.015 0 10 1.01 0.06 0.15 1.21 see / Z/ a ItM/4 j ; t~a z t R3I/"5
7.0 0.000 0.11 0.9s 0 035 0 1.4 0.92
S.0 0050 0.07 0 78 0 040 0.07 0.84 80 0.075 0.08 0.98 0.070 0.#4 0.65
9.0 0.090 0.01 0.86 0.120 0.02 0.93 9.0 0.110 0.12 0.87 0.140 0.05 0.82

10.0 0.110 0.08 0.87 0.110 0.09 0,95 11.0 0.160 0 25 0.55 0.125 0.21 0.156
11.0 0.120 0.17 0.70 0.125 0.15 0.8:3 13.0 0.160 0.37 0.46 0.110 0.33 0.49
13.0 0.135 0.29 0.58 0.130 0.31 0.71 150- 0.150 0.46 0.48 0.070 0.46 0.46
15.0 0 125 0.34 0.51 0.125 034 0.63 17.0 0.130 0.45 0.53 0.035 0.58 034
17.0 0.120 0.29 0.70 0.125 0.26 0.80 20.0 0.160 0.76 0.42 0.060 099 0 46
18.7 0.085 0.32 084 0.09 0.20 0.94 21.0 0 165 0.81 0.37 0.050 0.92 0.51
20.0 0.085 1.01 0.95 0.125 0.78 0.96 22.0 0.170 0.86 0.45 0.060 0.81 0.59
22.5 0.075 1.61 0.68 0.075 1.89 090 24.0 0.150 0.86 0.30 0.120 0.87 0.60

1 feel increases draft in smooth water to 101.1 ft at lee- a Heel increases draft in smooth water at leeward caisson
ward caisson centcrline. centerline to 98,0 ftr itheel increases draft in smooth water at leeward caisson

centerline to 87 5 ft

Vessel B
"0' I't d r,4 ft , he.d .ca,,. f; - 1 ? I t

Zero Static Heel 7 0-DeR Wind Trtm'

Wave Relative Relative
period, Pitch, Heave, motion, Pitch, heave. motion,

sec &/,, m R 074 , O/a et , M,,
6.1 0.030 0.02 1,11 0.015 0.03 1.10
7.0 0.020 004 1.02 0 070 0.05 1.05
8.0 0.050 0.02 0.87 0.100 0.12 0.93
9.0 0.100 0.08 0.86 0.150 0.22 0.76

10.0 0.135 0.15 0.71 0 175 0.20 0.71
11.0 0.155 0.26 0.55 0.185 0.27 0.62
13.0 0.160 0.13 0.41 0.185 0.41 0.54
15.0 0.150 0.51 0.38 0.185 0.50 0.58
17.0 0120 0.52 0.40 0.185 0.51 0.60
18.7 0.110 0.36 0.47 0.125 0.42 0,95
20.0 0.065 0.32 0.54 0.130 0.34 0.59
22.3 0.040 1.92 1.26 0.170 1.69 1.02
aTrim increases draft in smooth water to 86 ft at leeward

caisson centerline.

Vessel B

Vessel B
S ) ft draft, K-a in s. s ,;f = 9 0 ft

Zero Static Heel 12.5-Deg Wind Heel

Wave Relative Relative
period, Roll, Heave, motion, Roll, [leave, motion,

sec u Z4 R / " ! /, z/ R nM /.
6 1 0.070 0.32 0.83
7.0 0.030 0 23 0.80
8.0 0.110 0.21 0.83
9 0 0.205 0.08 0.77 Generally

100 0 195 0.09 0.68 nonharmonic
11 0 0.215 0.25 0.57 responses.
13.0 0.200 Ot. t 0.38 Coupled pitching
15.0 0.175 0.58 0.41 at periods 11 to 17 see.
17.0 0.140 0.52 0.34
18.7 0.115 0.43 0.14
20.0 0.100 0 37 0.17
223 0.110 260 1.18

Appendix 2

The phenomenon of a vave-induced steady mean heel of a
semisubmersible in beam seas is related to the tendency of a
submarine, hovering at shallow submergence, to rise toward
the sea surface. The stead) vertical force on a submerged body
has been analyzed by a number of theoreticians who refer to
it as a kicond-o:der force, that is, varying as the square of wave

7 I ft draft, bea sca .s ;.t It) amplitude
Zero Static Heel 10 5-Deg Wind Heel" Ogilvie 1 131 has given the solution of the second-order vertical

.. ..force on a submerged circular cylinder under waves whose
Wave Relative Relative crests are parallel to the cylinder axis. Complete numerical

period Roll, Heave, motion, Roll, Heave, motion,
sec z/{a i/ RMI/,f4la 1 J I results were obtained for the two-dimensional problem of a
6 3 0.045 0.19 0.99 0.050 0.14 1.12 restrained cylinder and a free, neutrally buoyant cylinder.
7.0 0.020 0.18 0.80 0060 0 17 0.93 Goodman 141 performed direct integration of pressures over
8.0 0.110 0.15 0.76 0.140 0.13 0 93 the hull surface of a slender body of revolution hovering under
9.0 0.140 0.06 0.72 0.175 0.05 0.90 head and beam ,aves. His solution for beam waves isgener-

10.0 0.160 0,06 0.69 0.180 0.06 0.76 ally equivalent to Ogilvie's solution
11.0 0.170 0.18 0.59 0.175 019 0.69 n
13.0 0.150 0.38 0.50 0.170 0.35 0.66 Lee and Newman 115 used a slender-body approach which
15.0 0.150 0.46 0.49 0.155 0.44 0.60 permits calculations for simple cylinders other than circular.
17.0 0.155 0.46 0.52 0.140 0.42 0.61 The final expression for the steady vertical force is dependent
18.7 0.110 0.38 0.70 0.115 0.30 0.80
20.0 0.090 0.22- 0.59 0.i40 0.14 0.73 in part on the longitudinal distribution of sectional area and
22.3 0.095 1.69 1.44 0.125 2.07 1.47 added mass
a Heel increases draft in smooth water to 89 9 ft at lee- All three referenced solutions for the steady force are of the

ward caisson centerline, following general form in deepwater waves:
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STILL

h2

Fr

hiH
00
01
0.2
03
0.1
05
0 6
0.7
0.8
0 9
1 0

Table 3
I,12kR)

1 00000
1 00501
1 0201:3
1.0156
1 08216
1 13032
1.19113
1 2658.1
1.35601
1.16352
1.-:9061

Fig 21 Wase-induced steady vertical force

Force Ipr unit length , k2
(c -2-!"j cI

where

k = sae number = 4xr
2 gT2

I, = isase amplitude
h = depth of body axis belowv silkater surface

The function Ilf in the Goodman solution and in a siroplifi-
cation of the Ogils ie exact solution is a Bessel function of wave
number and body radius In Ne nian's result. fJ involves
bxxii sectional area and added mass All three authors asnid
giving a physical explanation of the origin of the stead. vertical
force

J. F Dalzell of Dasidson Laboratory conjectured that the
second-order steady force was a possible explanation of the
steady heel experienced b-, a semisubmnersible in beam regular
waves,- lie contended that, if the vessel had an average heel,
it mu-st be that the steady second-order vertical force F, on one
hull exceeded F_ on the other hull because of the depth-de-
pendent exponential in equation (I). Thus, a steady heeling
moment b cos$(Fi - F 2), equation (3). would be exerted in a
sense to increase average heel An equilibrium stead> heel
might thus be attained if the magnitude of the mean heeling
moment equalled the static righting moment of the vessel The
Dalzell hypothesis was strengthened hiy an experimental ob-
servation that the mean heel could occur either to seaward or
to leeward, thus confirming expectations based on theory

Since the footings of Vessel A and the lower hulls of Vessel
B are not horizontal circular cylinders or slender bodies of
revolution, any application of the foregoing treatments will
require simjplifying assumptions Also, the presence of the
vertical columns or caissons must be ignored if available theory
is to be used.

A judgment must be made as to whether the submerged
bodies should be considered restrained or freely floating, the
two cases covered by theoretical treatments, Measurements
taken during tests in steep regular waves included vessel heave
and roll oscillator motions which were combined by calcula-
tion to obtain resultant vertical motion, for a lower hul or
fixting The wave orbital motion at mean depth of submer-
gence of lower hull was calculated, and the motion ratio, lower
hull/orbital w as obtained, as well as the phase of vessel relative
to orbital motions. The following results were obtained in a
10 se- X 32 ft wave:

Mean Lower hull motion Phase
Vessel submergence Orbital motion lag

A 70 ft 0.60 50 deg
B M ft 0.773 20 deg

Clearly, neither ve-ssel can be considered restrained since each
has a vertical motion exceeding half the wave orbital motion

T,
see I 'rt

5 0.01909
6 0 03115
7 0.02053
$ ').61916
9 0.01514

10 0.01227
l1 0.01013
12 0.00852
13 0.00726
14 0.00626
15 0.00515
16 0.00 180
17 0.00125
1 0.00379
19 0.00340
20 0.00307

at depth liiw eser, an assumption of free-floating would re-
quire a motion ratio of unity and zero phase lag Since an as-
s iiiption of (m plete restraint results in a larger value of steady

vertical force, that is. a conservative result, all calculations have
set.ri made on this basis

Ogil-te'sequation (,3ib) for a restrained circular cylinderand
(Oi¢lnian's equation 116) for a slender Ix-dy of reolution give
the stea-di erlical force per unit length in beam seas By
manipulation, the following can be obtained from either
equation

Force length = rR2. 2pgkl, 'i e22ah (2)

When the Bews e function r, (2kR) is di,, ided by kR, the quotient
is close to unity o\ er a pract ical range of kR values, as given in
Table 3

To applN this espressin to the barge-form lower hulls of
Vessel B or the fix)tings of Vessel A, these shapes will be ap-
proximated by equivalent horizontal circular cylinders, as
follows

a. The total force on a cylinder of length L is Force = -R2L
Substitute bXi volume V for irl -L, thus leasing body

radius R only in the Bessel function expression
b. Since te Pessel function expression is relatively insensitive

to changes in R, Table 3, let R be approximated as (i) Vessel
A- -let equivalent cylinder length = 2R. volume = irRL2R, and
thus R = (V,'2r)' Ahere V is footing volume; and (ii) Vessel
B-let R = %,'.A /X here A is midship sectional area of lower
hull

A healing moment is caused by a difference in the steady
vertical forces FI and F2 when the depths of submergence of
the two hulls, h, and 12, are different, Fig, 21. The moment
about the center of gravity reduces to

M = b cos,(F I- F2) + d sin4FI + F2) (3)
If F, and F2 are evaluated h equation (2), the moment be-

M = 2pgVk2.t' [. 7  J [b cose-2
1

- _ e-eA2)

+ d sin, e- I + e - A
5

) (4)

Depths h 1 and h 2 vari as 4 and the upright depth to the mid-
height of lower hulls or footings, h0

hI = (ho - b tane)cost-

h. = (hA + b tanc)cos¢

Table 3 lists values of the Bessel function expression and a

Assessment of Stability Requirements for Semisubmersible Units16
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consers'on tiI period 1' to \ ave riurniher k for d'eep water
\%ht-n heel angle is Istil, .411 eqsuslilrirn1 t'OnditiOl ,f static

righting nloin it equal ti, lieling nlinetit can Ix- written

%% here

jjg7,G.%f-,tri¢ = 2p,.g4k:'. [112----l2RI]

V, = s l ud splacetment %ouise

G', sinor = 2' - , [-1-- R-]c

G.A sin- = A B

(5)

%% her'

[!= 2Bk

Bs = (h/I - 1:1 tasI5 cos +

but= (Ili -- 1 tan.rk os~-
but

Yl blt Itisting

( I . = A h ,2 2 ' h ' A2 01' , C , 2) 1 le - N ,.

+ dor- 2411It, ,2',,. 4 -z".- J!

G¢= ~-.\l"t (' Al"'." - -., ,¢ + d~(e
1 5

,' + e- 2k,,1

but

siu 2,kb- C kbc

2,ct.h 2;.I- o i- "k+ - c,

GM 4 =i .\- -,k 2b ,mh2kbr + 2d,; (,(sh 2kh,,)

b~ut

-inh 2kb¢; -- 2Nbe

L'ooh2kb¢" I

sltttIitsg
V [ l1(2kR)l ,h,

GMl = 2k2( Y %~t (1kib2 
± 2d~e-

2
A, (6)

Thi s the t itiitn il CM to) aI,.,id I .. ,aive-induced heel in a
regular beam i ave k Note that V is taken as the volume
of tAi loosting, for \ v'5(5. %. Or lMe 10% e-r hull for Vessel B

Assessment of Stability Requirements for Semisubmersible Units
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STATEMENT OF ALAN C. McCLURE OF ALAN C. McCLURE &
ASSOCIATES, HOUSTON, TEX.

Mr. MCCLURE. Thank you, Mr. Jones and gentlemen of the com-
mittee.

I am testifying as a naval architect. I am president of Alan C.
McClure & Associates, Inc., Houston, Tex. Our work involves naval
architecture, marine engineering, and design and engineering stud-
ies of all types of floating craft, but primarily those of the oil indus-
try.

I have been involved in problems concerning drill rigs and simi-
lar structures for about 2u years. Part of this involvement has been
the study of requirements and design criteria for semisubmersibles,
starting with one of the early rigs designed in the early sixties,
about the same time the Blue Water One and the ODECO Ocean
Driller were being built.

Since that time I have been engaged continuously in studies and
design projects related to semisubmersibles, one of which is record-
ed in the article you have-.-

Mr. BREAUX. Mr. McClure, would you excuse me, if you could, I
am having a little bit of difficulty hearing. Could you use the mi-
crophone a little more or speak up a little louder?

Mr. MCCLURE. The article, which I believe you have read, is one
isolated study concerning the stability characteristics of semisub-
mersibles. This work was performed under the auspices of the Soci-
ety of Naval Architects and Marine Engineers by one of their
many technical panels. The sponsoring group consisted of repre-
sentatives of about 14 companies; drilling contractors, oil compa-
nies, designers such as ourselves, and other interested parties.

The study concluded that the generic type that we call "semisub-
mersible" has a high degree of inherent stability, provided the rig
remains intact, that is, it has no normally dry compartments, open
to the sea, since the particular tests covered only the intact mode.
We concluded that stability under the present rules is more than
adequate to keep the rig safe from the forces of waves and wind, as
far as resistance to capsizing is concerned.

We felt there should be attention given to the possibility of the
upper hull or deck structure being subjected to wave impact, and
that this may form the basis for a different concept of stability re-
quirements.

As you may have noted, the study suggested that tests in wind
tunnels be carried out to improve our knowledge of wind effects on
semisubmersibles. This work is now in progress by the same com-
mittee and is a part of our continuing effort to improve our knowl-
edge of the design of semisubmersibles.

Now, I have not had any direct involvement with the Ocean
Ranger or with ODECO but I would be happy to answer any ques-
tions of a general nature regarding semisubmersibles.

That concludes my testimony.
Mr. JONES. I have two or three short questions I hope.
In your paper on stability you raise serious questions about the

validity of the current methods of testing. You suggest wind-tunnel
testing. Question: Would the Ocean Ranger have been subjected to
wind forces that you could not test for without wind-tunnel testing?
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Mr. MCCLURE. We concluded that the current methods of calcu-
lating wind effects were probably overly conservative and that, in
general, rigs could probably carry greater deck loads if the criteria
were changed accordingly. I am not sure I grasp the drift of your
question.

Mr. JONES. I think your answer is satisfactory.
You heard this morning the discussion on portlight failure.

Under what conditions would the portholes in the barge control
room be subjected to wave pounding?

Mr. MCCLURE. Certainly, under conditions of waves as high as
were reported at that time, one would expect that waves would
reach as high as the upper hull, that is, the wave crests would
reach that high. One would not expect such heavy impact as to
damage a 2-inch-thick porthole, however. That was surprising to
me.

Mr. JONES. In your experience, what is the likelihood of a port-
light being smashed by wave action? Or, is there any other condi-
tion that could smash a portlight?

Mr. MCCLURE. I am very surprised that the 2-inch-thick portlight
was smashed, and it would be surprising if wave action alone
would cause such damage.

Beyond that, the only conjecture would be that some other object
might have struck it.

Mr. JONES. What other kind of object could that possibly be?
Mr. MCCLURE. Floating debris, such as a piece of timber.
Mr. JONES. Are you familiar with the electronic control devices

used to regulate the ballast in the 16 compartments of a rig such as
the Ocean Ranger?

Mr. MCCLURE. I am not familiar with the Ocean Ranger system;
Mr. JONES. Were you surprised to hear that the water entering

the smashed porthole would short out the control panel and render
the ballast controls useless?

Mr. MCCLURE. It is not unusual for a panel to be rendered use-
less by water flooding. However, as was mentioned this morning,
there is always a failsafe mode which one would think would pre-
vent a continuing succession of failures.

Mr. JONES. Thank you.
There is a report that the electrical short caused all the ballasts

valves to open. Is it possible that the design of the electrical con-
trols could permit a life-endangering valve malfunction as a result
of a circuitory failure?

Mr. MCCLURE. Not having studied the system, I do not know. It
certainly must be considered possible until one finds out from anal-
ysis that it is not possible.

Mr. JONES. Are those vessels normally designed with redundancy
features?

Mr. MCCLURE. Yes, there would be redundancy to a certain
extent.

Mr. JONES. Then where are the mechanical override features for
the ballast valves located?

Mr. MCCLURE. I am not certain where they were located in this
rig. There would be manual operators in the pumproom that may
or may not have been accessible.



233

Mr. JONES. Would you care to voice an opinion as to whether
they should be located elsewhere?

Mr. MCCLURE. I do not know whether other rigs have deck moni-
-tored ballast valves or not. Certainly the main flooding valves
could be deck operated, but I think, in general, they would be
power operated from a remote station.

Mr. JONES. Would it be preferable to have them on the deck
rather than down in the pumproom?

Mr. MCCLURE. There would be some advantages to deck moni-
tored operators.
. Mr. JONES. Are there any design problems in having deck moni-
tored operators that you know of?.

Mr. MCCLURE. There would be design problems, yes, mechanical
problems that are not insuperable.

Mr. JONES-.Finally, your studies indicate that, as long as a semi-
submersible is intact, then "it is one of the most stable vessels in
high seas." Now, what constitutes intact? And please describe the
role of ballast controls in maintaining an intact state.

Mr. MCCLURE. Well, intact means that there are no compart-
ments open to the sea that are normally closed and that the com-
partments normally carrying ballast are ballasted at their proper
levels. In other words, the vessel has its proper still-water water-
line and attitude.

Mr. JONES. What percentage of submerged structural failure can
be tolerated before the vessel ceases to be intact, such as water
coming in the portholes, et cetera?

Mr. MCCLURE. The classification society rules are rather specific
on- this. They-requim that the safety of the rig not be jeopardized
should certain compartments to be open to the sea; that is, should
these compartments be open, they will not cause the rig to take
such an attitude that it would flood down to rig openings, such as
vents and air intakes.

This depends on the detailed design of the rig, but, generally, one
or two compartments, depending on their sizes or locations, are
considered to be flooded during the damage stability analysis.

Mr. JONES. Thank you, Mr. McClure. Mr. Breaux?
Mr. BREAUX. Thank you, -Mr. Chairman.
Thank you, Mr. McClure, for your statement.
As you know much better than I, rigs are designed to withstand

certain standards of wind and wave strength and size. We have
been told that in this case the rig was designed to withstand 115
mph winds and 110-foot seas. My question to you is, as a naval ar-
chitect, is there some point prior to a weather forecast of that mag-
nitude that it would be unsafe for crewmembers to occupy a rig? In
other words, do you push it to its limit, or do you, if you have a
weather forecast of say, 100 mph, take action to move personnel
from that facility?

Mr. MCCLURE. Well, being involved with the design area, we are
also involved to some extent in the preparation of operating man-
uals. We specify the design conditions that the rig is designed to
withstand and under which we believe the rig is safe. If conditions
exceed those standards, it would be prudent to evacuate the rig.
That is done in the Gulf of Mexico when hurricanes are forecast.
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Mr. BREAUX. In other words, you do not, as a matter of proce-
dure, wait until you get a forecast that predicts limits of what the
rig is certified to withstand before you take some precaution?

Mr. MCCLURE. I cannot comment on the operators' procedures in
detail. I can only say that we specify, as designers, conditions
under which the rig would be safe. It is up to the operator to deter-
mine exactly what criteria he will use for ordering evacuation.

Mr. BREAUX. As a naval architect, considering a rig that is built
to withstand 115 mph winds. If the winds were forecast at 110 mph,
from an architect's standpoint, would that rig be safe for human
personnel to be on board?

Mr. MCCLURE. Are you making the difference between 110 mph
and 115 mph?

Mr. BREAUX. I am trying to find out, how far do we wait until we
push the rig toward the maximum design specification before we
ought to be considering evacuation rather than trying to operate it
or stay afloat on it.

Mr. MCCLURE. I think you would have to talk to the operators to
determine just how they interpret weather forecasts.

Mr. BREAUX. What you are telling this committee is that it was
designed to withstand 115 mph winds and since that is the design
standard you are saying it should be able to withstand winds of
that velocity?

Mr. MCCLURE. Yes, but there are certain factors of safety that
are applied to any design even under the maximum allowable con-
ditions; therefore, we do not expect it to immediately crater if the
wind gets-to 116 mph.

Mr. BREAUX. Let us talk about inspection certificates, both the
ABS inspection that is done on vessels and the Coast Guard certifi-
cation inspection on vessels. Would you describe for the committee
the difference between the two-rank them as far as importance,
and indicate what both of these types of inspections are designed to
accomplish.

Mr. MCCLURE. The procedures are continually changing in detail,
and the two inspections are cooperative efforts in that they are not
redundant. There has been an effort, especially recently, to avoid
overlapping responsibility and redundancy in these inspections.

Mr. BREAUX. They are both designed to look at different features
of a vessel?

Mr. MCCLURE. Yes. Generally, ABS is responsible for the safety
and seaworthiness of the hull, the structure, the stability, water-
tight integrity, and systems on board; the Coast Guard is concerned
with those same things, but they accept the ABS criteria and certi-
fication for certain of these features.

Mr. BREAUX. Would either an ABS inspection or a Coast Guard
certification inspection normally look into porthole design and ac-
ceptability of portholes?

Mr. MCCLURE. Yes, that would be a major factor with either.
Mr. BREAUX. With either inspection?
Mr. MCCLURE. Yes.
Mr. BREAUX. Are the deadlights covering a porthole, normally

designed in a manner that would insure that they themselves
would not be able to cause a crack or a break in the glass that
covers a porthole?
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Mr. MCCLURE. Yes, they could be swung in place and latched
without damage to the porthole.

Mr. BREAUX. How important is the location of the control panel,
which controls the ballasting for semisubmersible vessels, within
the control panel rom?

Mr. MCCLU E. Some panels are located below the hull where the
operator can actually read the waterline depth marks on the col-
umns, and some are located above deck, relying on remote instru-
ments.

Mr. BREAUX. From a naval architectural standpoint, is either lo-
cation a better location than the other?

Mr. MCCLURE. I think either system can be used. I would say in
retrospect, now, that I would prefer to have the ballast systems
well above the main deck.

Mr. BREAUX. For the record, how important is the control panel
for the ballasting operation of a semisubmersible? How important
is that piece of equipment and that operation to a vessel?

Mr. MCCLURE. It is a very important piece of equipment and has
to be operated properly, for the vessel has large amounts of ballast
inherently because of its method of operation.

Mr. BREAUX. Is a typical control panel or control room for bal-
lasting purposes normally designed to be operated by an individual
or by a computer or by a combination of both?

Mr. MCCLURE. By individuals. They are manually operated but
with direct readouts of all tank levels and other information.

I think, in general, they are all manually operated. The comput-
er may provide output readouts and information but the actual op-
eration is controlled by the individual.

Mr. BREAUX. Thank you very much.
Thank you, Mr. Chairman.
Mr. JONES. Thank you, Mr. McClure.
Our next series of witnesses will be the, inspection panel, consist-

ing of Mr. John Borum of the American Bureau of Shipping, Rear
Adm. Clyde T. Lusk, Chief, Coast Guard Office of Merchant Marine
Safety, and Mr. Price McDonald, Chief of the Offshore Field Oper-
ations, Department of the Interior. Will you gentlemen come
around and be seated please.

According to my sheet, Mr. Borum, you are first and, therefore, I
recognize you.

STATEMENT OF JOHN BORUM, AMERICAN BUREAU OF SHIPPING
Mr. BORUM. Mr. Chairman and members of the committee, I am

--John F. Borum, vice president of the American Bureau of Shipping.
On behalf of the management of the American Bureau of Ship-

ping, I would like to thank you for the opportunity to present our
comments and I will respond to any questions you may have con-
cerning the Ocean Ranger within the scope of the construction
survey and subsequent inservice survey.

For classing mobile offshore drilling units, ABS applies its rules
for building and classing mobile offshore drilling units and the ap-
plicable divisions of its rules for building and classing steel vessels.

The ABS rules were drawn from the best of current engineering
in naval architectural practices for the design and construction of

97-392 0-82-16
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commercial vessels combined with service experience, systematic
analyses, and technological advancements.

In the first step of the classification procedure, ABS technical
surveyors reviewed the design plans of the Ocean Ranger and certi-
fied that they adhered to the rules. Next, ABS field surveyors at-
tended construction of the Ocean Ranger from keel laying to deliv-
ery at the yard of the builder to assure that the approved plans
were met, good workmanship practices were followed, and the ABS
rules were adhered to in all other respects. ABS surveyors also at-
tended the manufacturing plants that fabricated all major compo-
nents and materials used and required by the ABS rules in the con-
struction of the Ocean Ranger to be sure that they too met require-
ments as set forth in the ABS rules.

Upon completion of the Ocean Ranger, ABS surveyors found that
this mobile offshore drilling unit did, in fact, meet the rules in all
respects and recommended it for classification to the ABS Classifi-
cation Committee.

The ABS Classification Committee confirmed the surveyors' rec-
ommendation and granted classification to the Ocean Ranger thus
indicating that it was structurally and mechanically fit for its in-
tended service.

A check of the records indicates that the Ocean Ranger was ap-
proved for the following operating conditions: (1) A draft of 55-80
feet; (2) wave height of 110 feet; (3) wave period of 15 seconds; (4)
wind velocity of 100 knots; (5) current of 3 knots; (6) a live deckload
of 4,000 L.T.; and (7) an ambient temperature of -- 30* C, -23' F.

A second review was conducted considering the same conditions
with a 65-foot wave height and a 9-second wave period.

After construction to determine that the Ocean Ranger's hull
and machinery were Iieing maintained in satisfactory' condition, it
was subject to a program of periodic surveys, as specified in the
ABS rules. Periodic surveys are a condition of classification for
ABS-classed vessels and it is incumbent upon owners of those ves-
sels to present them on a periodic basis for the required surveys.

The written presentation includes the pertinent part of the rules
for building and classing mobile offshore drilling units for surveys
after construction. ABS records indicate that all required surveys
after construction had been carried out on time and all had been
found satisfactory.

In accordance with its rules requirements, ABS conducted var-
ious surveys of the Ocean Ranger and issued various certificates in-
cluding the load line certificate in compliance with the Internation-
al Convention for Load Lines and the safety construction certificate
as established by the International Convention for the Safety of
Life at Sea. Authority to perform surveys and issue certificates for
load line and SOLAS conventions was granted to ABS by the
representative of the U.S. Government.

ABS has at present 339 mobile offshore drilling units in class
and 255 building to class worldwide. ABS will follow closely ensu-
ing events with a view to studying the cause of the Ocean Ranger
tragedy. It is also prepared to assist with the National Transporta-
tion Safety Board investigation as well as any other United States
or Canadian investigations that may be convened.

I thank you, Mr. Chairman.
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[Prepared statement follows:]

STATEMENT OF AMERICAN BUREAU OF SHIPPING

The American Bureau of Shipping (ABS) establishes and administers standards,
known as Rules, for the plan review, construction, and periodic survey of merchant
ships and other marine structures (herein collectively referred to as "vessels"). Clas-
sification certifies adherence to these Rules, thus representing that a vessel pos-
sesses the structural and mechanical integrity required for its intended service. A
classed vessel is one that provides for the safety of lives and cargoes that the vessel
may carry, as well as for the environment in which it may operate. Enclosed is a
publication entitled "Classification, Promoting the Security of Life and Property on
the Seas" which explains in detail the functions of the process of classification.

ABS has long been involved with marine safety by fulfilling its chartered purpose
of promoting the security of life and property at sea. In furtherance of its mission,
ABS has been privileged to act for and on behalf of the Coast Guard and many for-
eign governments with respect to assuring both the structural and mechanical in-
tegrity of U.S. and foreign vessels which elect to have ABS classification.

The American Bureau of Shipping is a not-for-profit organization. It has no capi-
tal stock, no part of its income is distributed among its Members, and no ABS
Member or Committee-Member, who participates in the work of the ABS technical
committees, special committees, or panels, receives compensation for his service.
The American Bureau of Shipping is entirely supported by the fees charged to ship-
owners who request classification services. Any excess of income over expenses in
any one year is used to extend and improve services and for research and develop-
ment.

OPERATIONS

As to its operations, the ABS personnel who perform the numerous daily activi-
ties related to the classification of vessels are collectively called surveyors. They are
actually naval architects, marine engineers, metallurgists, computer specialists, in-
dividuals with experience as seagoing engineers, and others with technical skills ap-
plicable to ship classification. Surveyors are generally known as either technical
surveyors or field surveyors, denpending upon their duties. These duties can best be
described through an explanation of the classification procedure.

CLASSIFICATION PROCEDURE

Classification is a four-step procedure involving technical plan review;, surveys
during construction, approval by Classification Committee and subsequent periodic
surveys.

When an owner first requests that his vessel be classed with ABS, the plans are
submitted to the ABS technical staff for a systematic and detailed review by its
Technical Surveyors to establish compliance with the published ABS Rules. To con-
duct such studies, ABS employs naval architects and marine engineers who scruti-
nize the vessel's hull and machinery plans to verif, that the details conform in all
respects to the requirements set forth in the "Rules'.

After a 'Vessel's plans have been approved by the ABS technical staff, the next
phase of classification begins-the construction of the vessel under the vigilance of
the ABS Field Surveyor. Field Surveyors conduct continuous surveys of a vessel
from keel laying to delivery to assure adherence to the "Rules" and to certify that
the approved plans are followed. During the construction of a vessel built to ABS
classification, Field Surveyors witness the tests of various materials for hull and
machinery items at the place of manufacture or fabrication; survey the building of
the hull, machinery, boilers and vital auxiliaries; and attend sea trials.

Having conducted a continuous survey on the owner's vessel from the time of keel
laying until completion, the Field Surveyor then attends the sea trials to assure
that the vessel is in good working order and capable of performing in accordance
with the ABS requirements. Upon successful completion of sea trials the vessel's"credentials" are presented to the ABS Classification Committee. This committee
(comprised of a group of experts of the maritime industry, members of the U.S.
Coast Guard and ABS Officers who use their collective experience and recommenda-
tions from the ABS staff) performs a final assessment of a vessel presented for clas-
sificaLtion. If they are satisfied that the vessel complies with the "Rules" in all re-
spects, the Committee grants the vessel official ABS classification saying, in essence,
that the vessel adheres to all the plan and construction requirements of the Ameri-
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can Bureau of Shipping and, therefore, is fit to perform its intended service with
security to life and property at sea.

To insure that the vessel is maintained in quality condition, ABS conducts period-
/ic surveys at designated times throughout the. life of the vessel. These periodic sur-
veys are a necessary condition for retaining classification status. During a periodic
survey various prescribed machinery parts and structural sections are examined. If
it is found that the requirements of the ABS "Rules" are not met, the Field Survey-
or will require appropriate repairs that are necessary in order to satisfy those re-
quirements. A vessel that continues to be in satisfactory condition and good working
order within the meaning of the Rules meets the requirements of the periodic
survey.

RULES -

The "Rules for Building and Classing Steel Vessels" (Steel Rules"), the basic ABS
standard, describes in detail modern engineering practices for the design and con-
struction of commercial vessels. The Rules are established from principles of naval
architecture, marine engineering and other engineering disciplines that have
proven satisfactory by service experience and systematic analysis. Each edition is an
embodiment of service experience and technological advancement developed since
the first edition was issued in 1890.

The "Steel Rules" are updated annually by a committee structure. American
Bureau of Shipping committees are composed of individuals from industry and gov-
ernment, eminent in their marine fields, who serve without compensation. These
committees permit ABS to maintain close contract with interests in various geo-
graphical regions and with various technological and scientific disciplines. The com-
mittee arrangement has the distinct advantage of allowing the Government and all
segments of the industry to participate in developing the various Rules, thereby
making them authoritative, impartial, and thus widely recognized and respected.

Besides the "Steel Rules" ABS publishes other specialized volumes such as Rules
for Building and Classing "Offshore Mobile Drilling Units", "Aluminum Vessels",
"Vessels Under 200 Feet in Length", Great Lakes Bulk Carriers" and "Single Point
Moorings", to name just a few. In total ABS presently publishes thirteen Rules and
nine Guides.

A proposal for new Rules or a change in existing Rules may originate with a Com-
mittee, a Panel, the ABS Staff, or other individuals in the maritime field. A propos-
al made by an individual, by a Special Committee, or by an Overseas Technical
Committee is directed to the ABS Staff where a formal proposal is drafted and sub-
mitted to either the Committee on Naval Architecture, if it concerns hull, or the
Committee on Engineering, if it concerns machinery. When the proposal is approved
it then proceeds to The Technical Committee at its annual meeting. After accept-
ance it is incorporated into the Rules. Interaction between the Committees and ABS
Staff affords each proposal a critical and fair hearing.

THE RECORD

In addition to establishing and administering Rules, another function of ABS, as
stated in the By-Laws of its constitution, has been to keep a "faithful and accurate
Classification and Registry of mercantile shipping". In fulfillment of this obligation
the first edition of this registry was published in 1969 and was called the "Record of
American and Foreign Shipping," a title which for convenience sake has since been
shortened to the "Record." Through the years the "Record" has growth both in im-
portance and size and today the 1982 "Record" gives the pertinent characteristics
and information of some 55,000 merchant vessels, virtually all of the merchant ves-
sels in the free world.

MANAGEMENT

Understanding the ABS committee structure is necessary to an understanding of
the functions of the American Bureau of Shipping as a self-regulatory society repre-
senting the maritime community. The maritime community, through the 33 com-
mittees of the American Bureau of Shipping, decides based upon experience and
technical progress on the appropriateness and effectiveness of the various Rules. In
this way, industry experience and expertise are translated into design, construction,
and survey standards through the agency of ABS. Moreover, the fact -that the
American Bureau of Shipping is an impartial representative of the maritime com-
munity is underscored by the fact that management responsibilities are vested in a
Board of Managers, 60 in number, elected from some 475 Members of ABS. The
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Members, and thus the Board of Managers are composed of marine underwriters,
shipowners, shipbuilders, government representatives, naval architects, marine en-
gineers and other persons who are prominent in their marine field of endeavor. Of

-the Board of Managers one Member is designated by the U.S. Secretary of Com-
merce and one by the Commandant of the United States Coast Guard. These mem-
bers are traditionally the Undersecretary of Commerce for Maritime Affairs and the
Commandant himself.

STATISTICS

As of 1 January 1982, there were 15,809 vessels totalling 194,403,000 deadweight
tons under ABS classification. In addition, at that time, there were 2,282 vessels to-
talling 18,685,000 deadweight tons contracted to be built or being built to ABS clas-
sification,

STAFF

ABS employs 274 exclusive technical surveyors and 609 exclusive field surveyors
who are located in 139 exclusive offices around the world. In addition, ABS has non-
exclusive surveyors. ABS is represented in a total of 90 countries.

In the United States, ABS has 189 field surveyors and 175 technical surveyors sta-
tioned in 43 locations. Puthermore, at the headquarters office in New York, in addi-
tion to 180 exclusive technical and field surveyors, there are 48 ocean engineering
and research engineers and 39 specialists in co m-puter science.

GOVERNMENT RECOGNITION

ABS is recognized by 84 governments to issue Loan Line certificates aid by 44
governments to issue either wholly or partially Safety of Life at Sea (SOLAS) certifi-
cates. ABS is also authorized by 46 governments to issue National Tonnage certifi-
cates on their behalf as well as to issue tonnage certificates for the Suez and
Panama Canals.

INTERRELATIONSHIP WITH THE COAST GUARD

Marine safety requires that vessels be structurally and mechanically sound, ade-
quately manned and equipped and operated in a proper manner. By providing the
services of plan review, factory inspection, construction surveys and surveys of
vessel maintenance, ABS assures the structural and mechanical soundness of ABS-
classed vessels. This assurance as to the soundness of a marine vessel built to and
maintained in ABS classification has led over the years to a clear interrelationship
and partial interdependence between ABS and the United States Coast Guard,
which allows the Coast Guard to concentrate its attention and resources on the
manning, equipping and operating functions of marine safety.

U.S. GOVERNMENT RECOGNITION

The United States Coast Guard and ABS also cooperate in the approval of ma-
chinery and hull structural plans. Regulations contained in Title 46 C.F.R. 31.10(c)
(tank vessels), 71.65-1(b) (passenger vessels), 91.55-1(b) (cargo vessels), 107.305(c)
(mobile offshore drilling units) and 189.55-1(b) (oceanographic vessels) provide for
the Coast Guard to accept as satisfactory the hull structural plans for U.S. flag ves-
sels classed by ABS except when the law or Coast Guard regulations contain re-
quirements which are not covered by ABS requirements.

To reduce duplication of effort, ABS and the Coast Guard reached an agreement
in 1972 that eliminated the redundant review of hull structural plans reviewed and
approved by ABS. Subsequent to the agreement, the plan submitter in effect worked
through ABS to obtain approval for hull plans and the Coast Guard recognized and
granted its approval based upon that of ABS.

In June 1981 ABS signed a Memorandum of Understanding with the U.S. Coast
Guard providing for Coast Guard acceptance of ABS plan review and inspection of
selected items on new vessel construction that are both classed by ABS and certified
by the Coast Guard. The items covered include the hull structure of ships, mobile
offshore drilling units and barges, as well as crude oil washing systems and certain
piping systems.

The Memorandum, which became effective August 1st, 1981, was considered an
interim document, and both ABS and the Coast Guard envisioned other areas where
cooperative efforts could be extended. This in fact has been the case.
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The second stage of this cooperative effort, which will-broaden the areas and
items covered by the initial Memorandum, is now in its final form. It is contingent
upon the Coast Guard's publication of revised electrical engineering regulations, a
revision which is considered necessary to bring into conformance the electrical regu-
lations of the Coast Guard and ABS.

In the meantime, as part of this second stage another Memorandum of Under-
standing, this one concerning tonnage, was signed by ABS and the Coast Guard in
February. This provides for Coast Guard acceptance of ABS admeasurement and
tonnage certification of all United States flag vessels. Also included are special ton-
nage certificates for passenger vessels and tonnage certificates for the Suez and
Panama Canals. This Memorandum, effective 1 March 1982, applies to all new and
existing vessels of ABS classification, as well as to all vessels to which the optional
simplified admeasurement method pertains. Effective 1 June 1982, it will apply to
other new and existing unclassed vessels as well.

In addition, it is significant to note that as part of the above mentioned agree-
ment, the Coast Guard and ABS have stated as a common long term objective that
they will review: areas for future cooperation, types of liaison, methods to communi-
cate difficulties which may arise, and provisions for future amendments to the
Memorandum. In this connection, the American Bureau of Shipping is ready to per-
form such other functions within its capabilities as the Coast Guard may choose to
delegate while still maintaining its overall authority. However, because of the
nature of its charter and organization, ABS cannot extend this cooperation into
areas of activity which will involve it in matters pertaining to investigations, man-
ning of vessels, or similar non-technical activities of the Coast Guard.

ABS has had a long-standing and good working relationship with the United
States Coast Guard. The Commandant of the U.S.C.G. serves as a member of the
ABS Board of Managers. In addition, a number of people from the Coast Guard par-
ticipate in the ABS Technical Committees which have the responsibility for develop-
ing and modifying the various ABS Rules.

Because of the unique status and attributes of ABS, the U.S. Congress directed all
departments, boards, bureaus, and commissions of the United States Government to
recognize the Bureau as their agency as long as the organization of the Bureau re-
mains unchanged. Section 25 of the Merchant Marine Act of 1920 (46 U.S.C. 881)
provides:

"That for the classification of vessels owned by the United States, and for such
other purposes in connection therewith as are the proper functions of a classifica-
tion Bureau, all departments, boards, bureaus, and commissions of the Government
are hereby directed to recognize the American Bureau of Shipping as their agency
so long as the American Bureau of Shipping continues to be maintained as an orga-
nization which has no capital stock and pays no dividends."

Following upon this repositing of confidence in American Bureau of Shipping, the
U.S. Congress in the Merchant Marine Act of 1936 made the obtaining of a govern-
ment-insured ship mortgage contingent upon compliance with ABS Rules. Recogniz-
ing the close relationship with the United States Coast Guard, Congress went on to
require such compliance in conjuction with Coast Guard requirements:

Obligations guaranteed under this title-
"(6) shall provide * * ' that if the vessel used as security for the guarantee of the

Secretary of Commerce is a delivered vessel, the vessel shall be in class A-i, Ameri-
can Bureau of Shipping, or shall meet such other standards as may be acceptable to
the Secretary of Commerce, with all required certificates, including but not limited
to, marine inspection certificates of the United States Coast Guard, with all out-
standing requirements and recommendations necessary for retention of class accom-
plished." (46 U.S.C. 1274(bX6).

Particularly with respect to construction of tankers and other bulk carriers of
combustible materials, oil or other hazardous polluting substances, the American
Bureau of Shipping has been designated for approving plans and issuing certificates
of class (46 U.S.C. 39la(5)) Such certificates of class must conform with the rules and
regulations adopted with respect to the design and construction, alteration, repair
and maintenance of such vessels. 46 U.S.C. 391a(3) provides:

"The Secretary of the department in which the Coast Guard is operating (here-
after referred to in this Section as the 'Secretary') shall establish for (tankers) such
additional rules and regulations as may be necessary with respect to the design and
construction, alteration, repair and maintenance of such vessels * * *. In establish-
ing such rules and regulations the Secretary may * * ' adopt rules of the American
Bureau of Shipping or similar American classification society."

With respect to load line regulations, Congress has promulgated a clear directive:
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"The Secretary of Commefce (Commandant of the Coast Guard or Commissioner
of Customs) shall appoint the American Bureau of Shipping, or such other Ameri-
can corporation or association for the survey or registry of shipping as may be se-
lected by him, to determine whether the position and manner of marking on such
vessels the load line or lines so established are in accordance with the provisions of
(Section 88-88i)." (46 U.S.C. 88b).

In connection with certain aspects of the International Convention for the Safety
of Life at Sea, 1960, ABS has been recognized as an agent of the Government, for
example, with respect to mobile offshore drilling units:

"The American Bureau of Shipping or the Coast Guard may issue a self-propelled
unit of at-least 500 gross tons that engages on international voyages a Safety Con-
struction Certificate if the unit meets the requirements (in Regulation 12(aXii) Chap-
ter I of SOLAS 1960)." (46 C.F.R. 107.409).

ABS has been recognized in the Code of Federal Regulations as the agent of the
Government charged with the responsibility of setting standards for construction
and testing of marine material, machinery and equipment. 46 C.F.R. Section 188.35
states that:

"(a) Where in this subchapter an item or method of construction, or testing is re-
quired to meet the standards established by the American Bureau of Shipping, the
current standards in effect at the time of construction of the vessel, or otherwise as
applicable, should be used.

This definition of the standards established by ABS covers a substantial amount
of Part 189 of-46 C.F.R. Inspection and Certification. For example, 46 C.F.R. 189.15-1
provides:

"(a) In the inspection of hulls, boilers, and machinery of vessels, the standards es-
tablished by the American Bureau of Shipping * * * respecting material and con-
struction of hulls, and the certificate of classification referring thereto . shall be
adopted as standards by the inspectors."

Subpart 189.55-1 provides:
"(b) In the following list of required plans. . . the items which must be approved

by the American Bureau of Shipping for vessels classed by that organization are in-
dicated by an asterisk. When prints bearing record of such approval by the Ameri-
can Bureau of Shipping are forwarded to the Coast Guard they will in general be
accepted as satisfactory."

In practice, approval by ABS usually results in approval by the Coast Guard. Sub-
part 189.60-5 provides:

"(a) All vessels on an international voyage are required to have a Cargo Ship
Safety Construction Certificate. This certificate shall be issued by the United States

-Coast Guard or the American Bureau of Shipping."
The ABS structural standards for offshore mobile drilling units have been recog-

nized in the Code of Federal Regulations:
"Each unit must meet the structural standards of the American Bureau of Ship-

ping's 'Rules for Building and Classing Offshore Mobile Drilling Units, 1978' (or
standards of another society approved by the Commandant of the Coast Guard)." (46
C.F.R. 108.113).
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A proposal for aeflnge in an existing volume of Rulm or the, pUblia-.
tion of a new volumie Of Rles volutly originates with a eonunlittee, a
panei, or the ABS staff; but a proposl way also orighiate from an
individual in the nmritime field. Once a proloal is made, a formal
draft Ls prepared l)y the ABS staff and submitted for review to thi-
appropriate (oluiittec or paziel such as the Materials Committee, \kld-
ing Committee, Electrical Engineering Oin jiit tee or Offshore'
Installations Conmittee, to nanie but a few. If the proposal is pmsed by
that particular eonnittee it is then uibiitted to the Cominitteoit
Naval Arehiteeture (should the )roppomsl portai to the Y'eile hull) 61
the Committee on'Engineerizg (should the proposal pertain to the -vtssel machinery).:.. +:/. :.

Vpon aeptlanei' by either of these two Committet, it then pr e o. t

The TeehOnial Conimittee- whicll is the ultimate arbitevr:f each and
every proposal' acceptability. Upon accepted, by The '1hnieal (o.n
iittee a proposal l then incorporated iiqtatle Rnles. Ies this Commit
tee, The Tehbnial Conitiitt, that has the final responihility for the
promulgation of-hLABS Rlilms -
-Many of the A BScoimittees ,nt,6tntkniuallyid may !old aiditiorl
eS.-ions besies' if deemed necmai;3 Thiough •the A P8 Rule dqveolp-

inent mechanism all proposed Rule changes are subjet.to expert ap-
praisal and are afforded aii fair 811l criticl hearing.
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, ,,-. Viewpoints
Shipowner

What assurance
does o shipowner
have when he
contracts to build
a ship that the
ship will be built
to meet certain
standards? The
classification
societies provide
that assurance
and protect the
interest of the
owner from the
very inception of
the idea of build.
inga ship. This
assurance gener.
ateseIcurity,
confidence, and
acceptance by all
involved In the
shipping trade.... The classification

society provides
the common de.

-i nominator for the
ship to exist In

* the international
shipping market.
After the ship has
been built, it is
under periodical
and special sur-
vey by the classic.
ilce:ion society to

maintain class
during a ship's
lifetime. The ser.
vices that any
classification so.
clety provides to
the shipping
business commu.
nity areinvolu.
able, essential,
and irreplace-
able.

- George P Livanos
President
Seros Shsppng
Incorporated
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Viewpoints
Shipbuilder

Try to imagine
wi at the mari-
tima industry
would be without
ship classifica.
tion societies.
Who would re-
view a new ship
design and des-
ignate it fit for
intended service?
Who would at.
tend construction
to ascertain a
ship was built to
approved de-
sign? Who would
perform periodic
surveys to verify
o vessel is being
properly main-
toined? The
classification
societies are best
able to perform
these critical
tasks because
they draw on the
cumulative ex-
pertise and expe-
rience of the
world maritime
Industry. The
cooperation of
the maritime in-
dustry is freely
given because of
the professional-
ism of the
societies and
their vital role to
the safety of life
and property an
the seas.

Jorir. I GIbrei
Ciiairmont.) d
Chief Emecun.',e
Officer
Todd Sh pyord
Col Poratio

Throughout tlt hule ,h .-v!oojniei il oeo the, A B .staff lends its
advice al-s 11(4d41 to the work of tte voimiitlt'es. Tis advice is roted in
the stals; -l) .xptL,;e at-ziire'd from daily involvement with hull and
inaelinvry revi.% as weil as frequent eomita-t with industry members,

a.,wA-iat ions. sil' itistitutituls (if higher warning. The ABS staff also
i|tera(is with the eoinittets- in pi oviding valuable. input rr-iative to
serviee history ani i-,s-sarch.

in regarldtos-rviee history, the siety Rules iiay le eot siderc(! in part
a eom pen dium of expirienoe factots ftor" t hey teprsetit. princpies
derived fOwn, the sal isfaet ory' tvice exi'rietic(' of miany thlosandS of
vessls elased by A [3$ thtl-loIh the years. 'i-ough voriprehliisive
reports submitted by sI rveyrs (dtritig a v(sss construction an(I
throughout itslife ABS inaintains a (letaild history of every Vfwkf'l that
it has classed. This is ati( lt and extensive proce.s a. new vesNels are
constantly ix-ing added t4, thet ABS cla.sed fleet and th1oe already in the
fleet add Io thwir service time. (For iitstance, in 1980 ABS elassewid 818
new vks wLs of 3,1 88,000 deailweiglh tons or 3,32;1,00J grs totns am! as of
1 January 1981 there were 15,8:37 'sels of 194.290,000 deadweight tons
or 109132.000 grmoN toms in A BS el a.-ifie action )

Thus,. the AIBI staff. aided by crmn plit; performs the meady task of
evaluating a vast resrvoir of eontitially ilNlated information. They
do s to search for ,ew torinciple. that may be ell)iraliy derived from
.ulolati -e 'svc-iast' experience( alld which wVi I allow tie )repts

embodliedin the Rules to be adva c..d. Wfh iE ., ,ertained,sueh findings
would he presented to tht, ABS coitmittt-s for eonmiderafion. Con-
v .Ias-ly the ABS staff may alsoevaltte vt'- tain Rule changes l)Opror5d
by a olnminittee toelfwnfirm : o- refurte) the validity of a proposal in light
of historical experiece vis-a-vis the ABS information bank.
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Viewpoint;
- .- ShipOparator

-OnOle-matter of rewrlh. ABS has sponsored-6r o*spolnsred- -
.inarous re-a reh proigrramis for deireloping idata on thi, foI e inposm A shipowner

smand their remuting behavioral respnMes, hows e, wen
Aifalys of thiS dota by ABS, again aided by eo!nputel; has proven of constructed• orcordln ta the

great value in verifyig certain of the:prop"sc Rule reqnir~i mntx, as ;rj Rles of an I.
well a having provided OVkeue that certain existing re. "rein"nt- , ternationally

6csuld be'prop'ery modilfkd. I e eh; toc,, is anfi 91goinig Y6 ict ion)in acpclassifi.~. I cation society, his
investment waswhi'h_ thei ABS9; stff i8 deeply involvtod and to w*Nhich A BS -devotes prvetet byath

.ornsiderabie- --ii-rees Ve.iel itrumentation, 'tiodel testing, material most up.to-date

au.dweldivig research. computer analysis of strsi|eture and Maefiincry; .ethnicaln owl-. . ... edge and supor.

and sea state measurements an' mome or the research aetiviti.s in which vision through.

ABA iinVolvedTl, the purpose of improving and extending the Huuls. - oeut es builing.
.Th setfindings frorn sch actiNities which may have a twarbig(Cn the ta wheclass is
RuleS arke proseiited to the appropriated ABS committee for emisihY h4. maintained, he• .- - and h itstaff have

tioj. the benefit of the
•ote-t, the safest,)ia froru the AI3S eoltnitee systen that theAlS Rle. gain an and the most ef-t | ] "fidont m ethodol -

i.tffeetiveii(.s- that could not I& achieved in aiN other way, ninel, the ogy in mointe.
lA L " nonce and fopa;r.

And, finally, heAu -horitative; the Rule are formulated by experts from the knows that main-
'iaritinme indsturyv s ipleiented by the extt isive rmem les atid experi- taiing class In.• • sures his Invest-

enced staff of A BS. nent and that' " when the time
Inpartial; the ruHti are fortmlatxt tyv a h.viud-ba l, erc- comes that he

section of individuaLs.fromn all sokuvts of the Inaritimeinidustry who-7 may want to sell• " ' , . ,,or replace his - .

provide thei r s-r~ies wit hut eompensation. vessel, one of the
Currnif the A BS Rules arc based upon the latest proven tssrlino, fmrst, equests

l4gie.aId4vazeeiwn, ts and empirical principles known to the inter- he prospectiveviationa) miarinte indw~syr. purchaser will bea .... for his permission
to look at his

-Ma "ABS Rules ato, il.mpart ial, authoritativeand enrrent is if Classification so.
particularsig|ifleat-e when the Rul.s are cosiilervl( iii terits of their cety's rd.There Is no doubt
-'pphieation to the Assificat ion procedures. that the relative.

ly low percent.
age of marine
casualties at.
tributed to errors
of structure and
machinery is
largely owed to
the international
classification
system.

nc -s J S'rh

Oft ce?
Forrei Lres
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Technical Committees
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mom

4dn"Iadse0ueI. The formal cla sificat.ion procedure begins when an official request for
of Ro"w the cls6,ifieation of a ship or marine structure is voluntarily submitted

to ABS. This usually results from an owner specifying a desire for ABS
classification to the shipyard whereupon the shipyard contracts for
classification services with ABS.

The vesel design is then submitted to ABS for verification that the
plans conform to acc..pted standardsm of good practice for vessel design
embo tied in the "A BS Ruhs for Building and Cla.ing Steel esels," or

- other of the various ABS Rules. So. in reviewing a given set of design
plans, ABS is comparing them with a compendium of experience
factors and proven sientifie prineipl ,. Iz this wa; ABS is able to
determine whether the design is adequate in its structural and mechani-
cal concept and, therefore, acceptable to be translated into an actual
vessel.
7b conduct the plan review function, the classification society employs
technical staff surveyors trained in the skills of naval architecture.
marine engineering, and other a.soeiatd disciplines. These specialists
scrutinize the w.sseli's design to confirm that the details, comply with the
standards set forth in the published Rules. Their review may also
include sophisticated analytical procedures employing one of the many
ABS computer program%. If the design is found to be not in compliance
with the Rules, ABS amends the plans or notifies the owner or designer
of the departures from the Rule requirements. During the entire
review process A BS is available for consultations with the owner and

* designer.

After a design has been reviewed by ABS technical surveyors and
-- found to be in conformance with the Rules, ABS field surveyors, who

are experienced in the congruction of hulls and fabrication f_ achin-
ery and components, "live with the vessel"'at the shipyard from keel
laying to delivery In so doing; they survey, construction to verify that
the plans are followed, workmanship isof the best quality, and the Rules

S are adhered to in all respects. Field surveyors also witness, testing of
material, machinery, and components at manufacturers' plants and
fabricators' shops to determine that they also comply with the Ruh&
During the endre time of construction ABS maintains an ongoing
dialogue with the owner and shipyard to make sure the Rules are
understood and adhered to and also to asist in resolving any difftfrenei

. that may arise..
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Viewpoint:
. . ........ ...... Hull Underwriter

Wilt-e eoln Iph-ted. a vt-,se ulder .s sea trials it i(l all A ISSlielu sur-
veyor athtIkls tI i' trials to verify that the vz'.es'l jH-lri-rls a e-'rdiniz ti
rN',iiree.lits a. Sf 'pifivd iII the Ri.les. III )n or fir a \' l - t(P Iw
formally ClI.,l'l, a rcl-rl it isl he lr'sitil t edt l AI S (il%, tisi tti(dl
( miltitthe. This. ( ''llill-l t.e. pno),-.l ,' l)llilleiHt i1, lividuals ifr(,ill

flit m aritili, V i) ir t- h,% ..,, , i 1l } ,i vo-il~w).'ation . 111.els twice it

tttiiild to bei ac-t;Ible9. 111 a v'owd't ie(tig to IIIV Rules is, ths'ti
g.'ralitI ABS ] 'l.sifi'aI on by I hat Cn",t itttee an l issues I all uft'iai
AIVS ea.,,ii ti, (eet ili I at . Ii i t i I a-las. I, t It, (,4)11111 iu t te.is a.y Ih .
in a ,liee, that th' i 's-. is in .tll \\.)t]tIll wit -eiti A1 Rlls-' anI to,
that extett t lveih4iWelily acid stt'i rllt-t uali fit f(,r it.s iitedied wirvive.
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The classification
society carries
out a vital func-
tion in selling
and maintaining
standards of
quality for ves-
sels. Putting it
qu'te succinctly,
the American
Hull Insurance
Syndicate would
not consider in-
suring a vessel
which was not in
class with ASS or
one of the other
major classifico-
tio societies.
Determining that
a vessel is in pro-
per status with
her classification
society is a
routine, yet es-
sential feature of
our insurance re-
newal process.
When damage
occurs, the
classification so-
ciety will set *ut
what needs to be
dane to restore
her to class. We
rely on the classi-
fication society
for this purpose.

Auie" I Schuroct-'

Ame, c u lu
ir, S f ,Ce , r td,.le

97-392 0-82----17
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Though a new vessel may be granted ABS classiflcation and thereby
judged fit for its intended service, such status is not automatically
retained throughout it service life. As the rigors of sea can be wearing
on a vch-,el's hull and machinery with the passing of time, the society
must have some method for determining whether a vet.-,el is being
maintained in a condition worthy of retaining cla.O-ifieat ion status. This
is accomplished through periodic s-urveys.
As speeified in the Rules the owner must pre-.nt his vt.,l to ABS on a
periodic bamis for the survey of hull areas and machinery items in
accordance with Rule requirements.
Another responsibility of the owner in connect ion with classification
status involves the damage survey. If there is ainy mason to believe that
an A BS classed vessel has sustained danlage that may affect ela.ifica-
tion statusit is inei nbent upon the owner toso inform the society ABS
surveyors would then survey the vessel to determine what-repairs, if
any; would be necessary to retain clamsifieation.
Concerning both periodic and damage surveys, if the reqtirements are
not met the owner is so advised, affording an opportunity for corrective
measures to be taken. Failure to do so results in suspension or cancella-
tion of classifieation.

p~vIodw
SukVvqyS
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Because the ABS Rules are administerod in an unbiased, uiwon-
rk.s k promised, and expert maurer 1y exclusive surveyors aroun I the world

(A B is represented in 90eountrips and has 132 exclusive oftfi,.s and 47
exclusive sub-offices staffed by 1301 exclusive employees) and becart.
the ABS Rules ar, impartial, authoritative, and current, A BS

- ela.iiciation service s are internat ionally rie<ognizd and respeeted. In
fact, many governmental administrations have authorized A BS to a .l
on their behalf to conductt ,urveys and to i ,,ue certificates ill aeotiVlic,.
with various international and nat ional maril ilim convene ion., "ad
Codes. In tis regard w.s of I January 1981:

82 governeins have authorized A Nis io act on t l,.ir 't},hi' to

apply til' interiialioiial Cnvention, of l,<go Ihints. 1966:
5 govvruinnents ha% P alithorizil t AIWS to am ot I heir i.lialf to

apply the I litermatio,ial Convention for t h. Sa fety of Lift at VIf - M
(of whi,.h 29 have extended their aiithiorizati o to the l17 o'oneht inl .-

46 gi,'erittuents have atIt horized A 11$ t, issue Nationl 'l h 1 c
Certifieatt.s oil t heir behal f.
Tiuat it major classiieattlolmti,,ty 5ull(h tins A 13"8 is ,'nnm.m ly qliolifi.' ' tt

lperform tk.+ slatutI Iry servie, is not ow' I simply to the I that Il ti
stattittry work is in itelf allied to claNsification. A sovivty such as AS
IS Ns . a global iiftwork of exclusive surveyors- and t h,. exteusiN',*
rmsoures in manpower and tchlioh,,ry to eolivdUt the slr\veys, maintain
the records, and conduct the technical reviews nevo. 'ary to fulfill tilt-
variouns convention requirements. Any one govermmlelital adninist ra-
tion would IR, hard pre, se. if it were tio rely (m its iuliem-lal d(I\vi'es t,,
provide similar .ervices. Iln its work with statuitIry f tili ,s, Jist aws in
it.,; work with cla.sificat io,. ithe society lt'tx'ith, a vital .sJ'r ti'ic lt'
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Viewpoint:
Cargo Insurer

Marine under.
writers need ship
classification
because under-
writers do not
Possess the tech.
nical knowledge
needed t ap.
prove vessel do.
sign, stability,
machinery, cargo
spaces ad cargo
handling equip.
ment. Under.
writers rely to a
great extent on
appropriate
classification
that the vessel Is
designed for the
trod. (ocean, riv-
ers, lakes, etc.)
and the goods
carried. Cargo
underwriters in
the pricing of
their insurance
make certain as.
sumptlons re-
gording the ves.-
sol, which include
that the vessel Is
designed for its
Intended ue and
maintained in
an acceptable
physical condi-
tion, based on its
classification,
and that
classification
societies require
each vessel to live
up to their re-
quirements not
only at the time
of construction,
but also at each
of the annual,
semi-annual, and
special surveys.

John J. Mockowski
Pfesiden,
The Aflantrc
Conip •les

Th responsibility of the cla.,o;sificat ion society is to assure that merchant
shii and marine structures pre, nted to it comply with Rules that the
society has established for design, construction, and l'ri fie survey As
mentioned earlier, clamification is a represenlation by the seiety as to
the. structural and mechanical fitness of a v'sel for intended service in
apee dance with its Rules.

Contrary to the nisconception by some, a cla.,,ifivatim society does inot
judge the economiie viability of a Vsel, Iieither i it in a position to
judge whether a ve-el it ultimately employed1 according to the stated
intended service by which it wa. ela.ssed. Neither can the clasifivation
society assume responsibility for maiiagerial deeisioiis of an twtier or
operator concerning (-rewing praetiee 0r opt-i-al ion of a els,,, I v(, sel. It
can only record, relort. anI i-eeoimmiien in ac-ordance with what iss,n
at the time of a vt w es construetloi and sust-eet .urveys. TrlIgh
itsaelaification survey I)roche(lre it is the intent of the society to

" preilt a veel from fallinis to a substi(larl condition. If a v(tisel
should be found to be in such a state and the ri-comiiendations of ABS
are not follwed to the e.eet the appropriate Corrections in keeping
with the requirements of the Ruhs, then ABS will terminate the -.t-sel's
clasification.
It ha4 been authoritatively: established that in exvess of eighty-five
percent of all marine casualties have been caued by hutmiat errorand a
strueturally sound and mewchanically fit vmsel cannot of itself reduce
this figure. ABS is constantly reviewing its Rulh.s a id pm-oedlres in a

* continuing effort to reduce tle ivnmaining fraetioI of marine casualties
resulting from structural and me.hanieal failki-es.
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It may be well to bear in mind that in dealing with the sea, its
inpredictablic 4nd somet ine peilous nature presents many unknown
and, therefore, requires that certain risks must be accept.dl A_ t by
building to the clarification standanLs of A BS an owner is making sure
ihat-his nicrichant ship or other marine struetur, is mechanically and
struiturally fit as is reasonably posible by virtue of having the ve ssel
designed, built, and maintained according to internationally reccognized
Rules. In so doing the owner , providing for the safety of lives and
cargoes the vessel may earry a well as the environment, in which it may
operate.
The Amrieau Bureau of Ship)pilng has no capital stock and pays no
dividends. It is a non-profit. noit-governinental ship Cla-ifieatiou soei-
et. The income of A BS is derived from fees for the classification and
survey of marine vessels. All funds ar tsed solely for the trforniance
of its servict-s, and any surplus dt receipts in any one year is used for the
extension and improvenient of such service.

Malagelenr responsibilititxare vlthd in the Board of Managers, 30 in
number, chwwn from the 453 Memlbe- of ABS. The Melnibers of this
soiety are shipowners. shiljhuihlde, maval 'rhitects, marine under-
writers, governilnt reprsentativ.-, and other perisonselminent in their
niarine fiehl of endheavor
BeaLse oft lihe way it is orgaiizedand operat-r, A BS is able to maintain
an isipartial and ulueolilwoiiised lsition in performing ,la.sification
around the world, a losititn which is in the 1est interest of and fully
entdorsed by the marine indlustry. In this way ABS is nistt effectively
able to act as a elf-reguliatory agency to the industry in pr,,motitig the
safety of lift, and property at sea. ABS is indeed pronld of its reputation
as a cla, ssoviety and the "e.s.ls in its etla.si ieatioi fleet. Nvertlwhe.S, it
is dedicated to a rcnth'sss.areh for ways O filrther iliiMiZ , risks and
ilmiprove safety tiitvIh its elassifiat iot servics.

Vlewpolntt
Admiralty Lawyer

All legal docu-
ments refer to the
classification
sItNs of vessels
as the basis for
financing and
sale. construction
and condition
surveys of ves-
sels. It Is the
standard for de.
termining the
fitness of a vessel
or other marine
structure for the
intended service
without which
admiralty law.
years could not
operate effi-
ciently in most
phases of admi-
ralty law. The
classification
societies render
the most impor-
tont function in
setting known
standards in the
marine archlitec-
fure and engi-
nuering service
thus assuring the
safety of life and
property on the
seas.

'Miiom A Sheehon
Sena' r Po, ner
K,,I.n, Campbe!i&
Kea?,nq
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Mr. JONES. Thank you, MrBorum.
Our next witness is Rear Adm. Clyde T. Lusk.

STATEMENT OF REAR ADM. CLYDE T. LUSK, JR., U.S. COAST- GUARD
Admiral LUSK. Good afternoon, Mr. Chairman and members of

the committee.
I am Rear Adm. Clyde T. Lusk, Jr., Chief of the Office of Mer-

chant Marine Safety of the U.S. Coast Guard.
With me are Capt. John DeCarteret on my immediate left, Chief

of the Merchant Vessel Inspection Division of the Office of Mer-
chant Marine Safety. To his left is Capt. Richard Brown, Chief of
the Merchant Marine Technical Division of the U.S. Coast Guard.

We appreciate the opportunity to speak before this committee
concerning the drilling rig, Ocean Ranger. I will keep my opening
.remarks very brief, Mr. Chairman, essentially limiting them to a
summation of the U.S. Coast Guard involvement before and after
the tragic loss of the Ocean Ranger and crew.

A detailed statement, summarizing the Coast Guard's commer-
cial vessel safety program was prepared and submitted for the
Coast Guard Oversight Hearings held by Chairman Studds on June
16, 1981. Rather than reiterate that still accurate information, I re-
quest that the committee take that statement as a reference for
program derivation authority and implementation methods.

[For statement mentioned above, see Merchant Marine and Fish-
eries Committee hearings, Serial No. 97-12.]

Admiral LUSK. The objective of the commercial vessel safety pro-
gram bears repeating, sir. That is that the minimization of deaths,
personal injuries, and property loss associated with vessel and
other facilities engaged in commercial or scientific activity in the
marine environment.

By enforcement of statutes and associated regulations we try to
prevent marine casualties. There are instances when these efforts
are not successful; the Ocean Ranger is one of those -instances.

When a marine casualty occurs it represents a failure of some
part of the commercial vessel safety system. This safety system is a
collective one, which as a minimum, encompasses regulatory
bodies, vessel owners and operators, and the personnel' on board.

The Coast Guard has a casualty investigation program which
serves as a feedback loop to determine the appropriateness of cur-
rent regulations and standards, as well as whether or not addition-
al measures or legislation should be recommended.

The type of Coast Guard response to a casualty is directly related
to its severity. At one end of the spectrum is an owner/operator
submitted reporting form which may not require Coast Guard pres-
ence or onsite investigation, contrasted with the most sophisticated
of our investigative processes, the Marine Board of Investigation.

Marine Boards of Investigation are appointed by the Comman-
dant and are essentially an independent body for the duration of
the Board. It is a formalized procedure which is broken into stages:
factfinding, the taking of testimony under oath for example, collec-
tion of relevant documents and exhibits; analysis of the facts,
during this phase the Board can call on the full technical resources
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of the Coast Guard as well as other agencies and resources in the
private sector; and, last, development of findings, conclusions, and
recommendations.

In the case of the Ocean Ranger we have appointed a five-man
board which is headed by Rear Adm. Henry H. Bell, my predeces-
sor, and presently the commander of the 9th Coast Guard District
in Cleveland.

There are two other Coast Guard officers, both captains on the
board and two representatives from the National Transportation
Safety Board.

The Board was convened on February 17, 1982, at the direction
of the Commandant and they are currently in the factfinding stage
of their investigative effort.

It is our understanding that the Canadian Government is also
going to conduct an investigation. We have been in contact with
the Canadian Government through the Department of State in an
attempt to work out details of evidence availability and mutual co-
operation.

Mr. Chairman, the Ocean Ranger is a U.S.-flag self-propelled
semisubmersible drilling rig. This type of mobile offshore drilling
unit is subject to Coast Guard inspection and certification. It is of
twin-hull design, typical of most semisubmersible drill rigs. The 398
foot long by 262 foot wide rectangular platform is attached to and
supported by the twin hulls via eight vertical columns, four per
hull or pontoon giving the structure a depth of 134 feet.

For additional strength and stability, substantial bracing and
crossmembers connect all major structural components. When on-
site and drilling, approximately 80 feet of the Ocean Ranger, in-
cluding the twin hulls and the lower portion of the supporting col-
umns, are submerged in the water. Ballast tanks are used to main-
tain the rig at this stabilized working draft. The rig has quarters
for 100 persons and utilized twelve 45,000-pound anchors for moor-
ing.

The Ocean Ranger was built at the Mitsubishi Heavy Industries
Shipyard in Hiroshima, Japan. Launched in 1976, it was initially
registered in the Republic of Panama and classed with the Ameri-
can Bureau of Shipping, which gave the vessel a maltese cross
oceans 1-A rating.

Coast Guard involvement with the Ocean Ranger began in Octo-
ber 1979. Our officer in charge of Marine inspection in Providence,
R.I., received a formal application for inspection and certification
on October 5, 1979. Prior to that period, a series of plans had been
reviewed to facilitate the inspection.

An inspection was conducted in Providence, R.I., by-two Coast
Guard marine inspection officers.

Upon completion of the inspection, the vessel was deemed to be
in substantial compliance with the applicable regulations and a
certificate of inspection was issued on December 27, 1979. -

The certificate of inspection specifies the minimum manning for
safe navigation of the vessel, as well as detailing minimum require-
ments for life safety and fire protection equipment.

In this instance, the vessel was inspected in accordance with title
46, the Code of Federal Regulations, subchapter I-A, "Mobile Off-
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-shore Drilling Units." The vessel's certificate of inspection was
valid through December 27, 1981, a 2-year period.

You have probably read in the media that several Coast Guard
inspectors were on their way to inspect the vessel at the time of
the casualty. This bears some explanation concerning how inspec-
tions are scheduled; 46 U.S.C. 435 requires that U.S.-flag vessels
have a valid certificate of inspection to avoid being subject to a
penalty. This responsibility is the owners.

For mobile drilling units which are in international service, such
as the Ocean Ranger, the master, owner, or agent may apply for
renewal of the certificate at'least 60 days prior to its expiration
date. This application in advance of date of expiry is designed to
minimize any delays to the vessel as well as serving to provide a
smooth entry of the vessel's request for inspection into the Coast
Guard's inspection schedule. That requirement that I mentioned
appears in 46 CFR 107.215. If the vessel is outside the United
States arrangements have to be made for travel, support, and other
logistical details. In this case the request for inspection was made
on February 2, 1982, and a team of two Coast Guard officers was
scheduled to inspect the vessel on February 15, 1982.

The purpose of that inspection was to insure that the vessel was
still in substantial compliance with the rules and regulations to
which the vessel was initially inspected. The scope of that inspec-
tion is detailed in part 107 of title 46 of the Code of Federal Regula-
tions. It is rather extensive in nature and impacts on the concerns
of primary and secondary lifesaving equipment, fire protection and
firefighting, subdivision and stability, and other specific issues
which affect the life safety aspects of the vessel.

A number of tests of operating gear are performed and the ves-
sel's log is reviewed to determine if onboard drills and exercises
have been conducted at prescribed intervals. Depending on wheth-
er or not deficiencies are found and the scope of the deficiencies,
the certificate will be ren-ewed.

There have been a number of claims and comments concerning
inspections conducted by entities other than the Coast Guard
during the interval after the vessel received its initial certificate of
inspection on December 27, 1979. I am not going to be able to pro-
vide detailed information on those other than to indicate that the
Marine Board, headed by Rear Admiral Bell, is in the process of
gathering information on all aspects of the casualty, including sur-
veys carried out by the American Bureau of Shipping; inspection
carried out by other governments, that is non-U.S. Government en-
tities, such as the February 4, 1982, inspection of the Ocean Ranger
by Canada's Ministry of Energy, Mining and Resources; and, of
course Admiral Bell's board will be looking into-inspections and
preventative programs carried out by the owners and-operators of
the vessel.

All of this is being compiled by the Marine Board. An annual in-
spection is required by mobile drilling units on the U.S. Outer Con-
tinental Shelf. Our headquarters records do not indicate that such
an inspection was conducted between the 10th and the 14th month
of the 24 month period of validity of the Ocean Ranger's certificate.
This, as are so many other specifics, is being verified by the Marine
Board.
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Mr. Chairman, I would like to close my formal testimony by pro-
viding you my assurance that the Coast Guard is fully prepared to
cooperate with this committee concerning this unfortunate inci-
dent.

I would also like to express my confidence in the overall safety
system that is in effect. The system is one, as I pointed out earlier,
which is a shared responsibility. We are given the authority to pro-
vide regulations as a foundation for safety based on specific legisla-
tive mandates. The majority of this legislation had as its genesis,
Mr. Chairman, a specific catastrophe from which lessons were
learned and improvements to the system were made. If we drive or
force the risk to a zero risk situation, Mr. Chairman, it becomes a
self-fulfilling prophesy that there will be no risk because the en-
deavor will cease.

At the other end of the spectrum are the casualties or catastro-
phies which necessitate governmental involvement. I am confident
that there is much to be learned from the Ocean Ranger tragedy.
We are pursuing a course of action which will provide the answers
we are all interested in: What'happened? What could have prevent-
ed it? Does more need to be done?

Thank you, sir.
Mr. JONES. Thank you, Admiral.
The next witness on the inspection panel is Mr. Price McDonald,

Chief of the Branch of Offshore Field Operations of the Depart-
ment of the Interior.

Mr. McDonald?

STATEMENT OF PRICE McDONALD, CHIEF, BRANCH OF OFF-
SHORE FIELD OPERATIONS, MINERALS MANAGEMENT SERV-
ICE, DEPARTMENT OF THE INTERIOR
Mr. MCDONALD. Thank you, Mr. Chairman.
I am Price McDonald of the Minerals Management Service. We

formerly were part of the Geological Survey. Thank you for the op-
portunity to testify.

Although we had no responsibility in connection with the Ocean
Ranger, I will briefly describe the functions of the Minerals Man-
agement Service on the Outer Continental Shelf, particularly as
they relate to drilling from mobile vessels in U.S. waters.

Our OCS lease supervision responsibility is confined to personnel
and equipment safety, as related to drilling operations, conserva-
tion of resources, and the prevention of pollution. This is accom-
plished through regulations and orders that are carried out by field
inspections and by review of applications and proposed plans.

Exploratory drilling from a mobile or fixed unit is in accordance
with an approved exploratory drilling plan. If the proposed activity
involves a mobile drilling unit which has not operated previously
in OCS water, a detailed rig inspection is conducted before com-
mencing drilling activities.

In accordance with a December 18, 1980, memorandum of under-
standing with the Coast Guard, the Minerals Management Service
review involves drilling equipment, drilling safety systems, and
other Well-control equipment, and operational procedures related to
the drilling operations.
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Technical review of the structural integrity of the unit, construc-
tion and arrangement, stability, and emergency systems are the re-
sponsibility of the Coast Guard.

A detailed inspection program was established in the early 1970's
to insure compliance with regulations and orders. This program
covers bth production and drilling operations.

For production operations, lessees and operators are required to
conduct inspection and testing of certain equipment and facilities
at periodic intervals and certify that such inspections are carried
out and appropriate corrective measures taken.

Compliance inspections by Minerals Management Service person-
nel are supplemental to these required inspections.

For drilling operations, Minerals Management Service personnel
inspect blowout preventers and other well control equipment, as
well as the checking of personnel qualifications. During routine
drilling operations, compliance inspections are conducted prior to
the commencement of actual drilling operations and at least once
during the drilling period. Drilling operations in frontier areas are
inspected more frequently.

The basic inspection guide is a uniform checklist used by the
Minerals Management Service regions. Prescribed enforcement
action is taken if noncompliance conditions are discovered.

Enforcement actions consist of written warnings, civil penalties,
or platform, zone, equipment, or pipeline shut-in, depending upon
the enforcement action specified.

Minerals Management Service regulations require lessees to
notify the Deputy Minerals Manager of serious accidents and all
fires relating to oil and gas operations on the lease and submit a
full written report on the incident within 10 days.

The Minerals Management Service has the lead in investigating
accidents which occur during, or are directly related to oil and gas
lease operations. The Coast Guard becomes involved in these acci-
dent investigations when a fatality occurs.

The Minerals Management Service forms a field investigation
-team upon notification of an accident. The team leader makes all
necessary plans or arrangements, assembles the investigation
team, arrives at the accident site as soon as possible, and directs
the onsite investigation. Upon completing the investigation the-
team prepares a report which summarizes the conclusions of the
investigating team.

The Minerals Management Service is presently working with the
Coast Guard to-coordinate the implementation of responsibilities in
accordance with the OCS Lands Act Amendments. We have had an
excellent working relationship with the U.S. Coast Guard-and be-
lieve the amendments can be effectively implemented without un-
necessary duplication.

This concludes my testimony. I would be glad to answer any
quest -might have.

Thank you.
Mr. JONES. Thank you, Mr. McDonald.
To those members of the committee who were not here this

morning, we will now question any one or all three of the witnesses
who just appeared.
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I have a few questions and I will direct mine to Mr. Borum, if
you please, sir.

The 1979 Marine Board of Investigation Report, looking into the
Ranger One drilling rig, some 3 or 4 years ago concluded:

The casualty may have been prevented had the existing fatigue crack been detect-
ed while the unit was in dry dock. However, the commonly accepted method of
visual examination was inadequate to detect the crack. Nondestructive testing,
depth penetrance, ultrasonic or magnetic particle examination could have detected
the fault.

When the ABS inspected the Ocean Ranger last June, did the in-
spector only conduct a visual examination of the high stress areas
or did he use nondestructive tests on all of the high stress areas?

Mr. BORUM. From the best available information he found it not
necessary to use any nondestructive testing methods.

Mr. JONES. And, therefore, conducted only visual examination?
Mr. BORUM. That is right.
Mr. JONES. As I understand it, Norway is considering requiring

periodic nondestructive testing as a result of the Alexander Kiel-
land accident. Do you think this should be done on our semisub-
mersibles?

Do you have any recommendation along that line?
Mr. BORUM. Norway has implemented a required nondestructive

testing procedure. The American Bureau of Shipping has also im-
plemented that same procedure at intermediate surveys and spe-
cial surveys. ---

Mr. JONES. In both the accident on the Ranger One and the Alex-
ander Kielland, the conclusion reached by the respective govern-
ment investigating boards was that the faults caused by stresses
had been subject to inspection in shipyards. Yet, in both cases, the
inspectors missed the fatal crack. What can be done to improve our
inspection procedure to make sure that this does not happen?

Mr. BORUM. We have no- evidence that there was any fracturing,
in fact we have no evidence of any cause specifically on the Ocean
Ranger. The Ranger One is still in litigation and I would prefer not
to comment.

Mr. JONES. All right, sir.
Do you have any requirements or rules to insure that a porthole

will not break under expected conditions, such as a storm, with
blowing ice? And, did you conduct any tests on portholes last
spring? If so, how strong must they be? What are your require-
ments?

Mr. BORUM. The glass is required to be tempered and is required
to meet the loading as specified in a particular ruling and I do not
have that ruling available to me. We can obtain it and advise you.

Under normal circumstances, sea striking the glass would not
cause it to fracture.

Mr. JONES. All right. So, the Ocean Ranger, andth-rigs in the
area were icing heavily. If the Ocean Ranger was covered with 2
feet of ice it has been estimated that it would add at least 500 tons
to the vessel's weight. How does this affect the center of gravity
and the stability of a vessel like the Ocean Ranger?

Mr. BORUM. I am not sure about the effect on the center of grav-
ity or the stability but it-would variously affect the live load that



263

could be used and the rig personnel would be expected to compen-
sate for these things.

Mr. JONES. Admiral Lusk, I have one short question for you, sir.
Do you have any information which might indicate that a mobile

supply vessel had one of the Ocean Ranger's lifeboats in tow?
Admiral LUSK. Sir, I heard somewhere, I do not know whether it

was a press report or not, but I did hear somewhere that there was
one of the lifeboats that may have had survivors in it that was ap-
proached by some sort of an offshore supply vessel or something.

I asked Admiral- Bell about that and the Admiral was going to
look into that but I do not have any information on that, sir.

Mr. JONES. If you get the answer to that, would you supply it to
the committee, please?

Admiral LuSK. Certainly.
Mr. JONES. The Chair recognizes Mr. Carney.
Mr. CARNEY. Since the Ocean Ranger had been active in U.S.

waters, both in Alaska and on the east coast, you must have
records of inspection. Is that correct?

Admiral LUSK. Sir, I am not aware of any records of inspection of
the vessel's operation prior to the date I mentioned in my opening
statement. It was a foreign-flag vessel and it was not subject to our
inspection.

I do not know whether there had been any boardings by our cap-
tain of the port people. I am not familiar with that. Our inspection
information system has no data on that to my knowledge.

Mr. CARNEY. When it became a U.S.-flag vessel should not that
have been brought into a drydock and inspected by the Coast
Guard?

Admiral LUSK. As a general rule, vessels that are reflagged
would, of course, be thoroughly inspected and that would include
-some sort of underwater body examination.

As I understand this one, mind you I do not have the inspection
records, the vessel was inspected in Providence, R.I. At the comple-
tion of her inspection she was issued a certificate of inspection on
December 27, 1979, and had an outstanding requirement to drydfock
the vessel prior to a certain date in May or June of the next year.

Mr. CARNEY. Was it drydocked for that requirement?
Admiral LUSK. My inspection records show that it was given a

procedure that we consider an alternative to drydocking; a rather
different type of procedure wherein the vessel was brought up to a
very light draft, most of its hull being exposed in a certain type of
underwater body examination conducted with the use of video cam-
eras.

Mr. CARNEY. And that was conducted?
Admiral LUSK. Yes, sir.
Mr. CARNEY. Can you provide for this committee the results of

that inspection?
Admiral LUSK. Certainly, sir.
Mr. CARNEY. Thank you.
Once it was in Canadian waters, you were scheduled to go out

and inspect at one other-before, right before the accident hap-
pened, that you were scheduled in such a manner that you would
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probably have taken care of that a week or two following the acci-
dent. Is that correct?

Admiral LUSK. As I recall, sir, the chronology was that our in-
spector was due to leave from Providence, R.I., on the same morn-
ing that the vessel had its casualty. I believe he was due to leave at
either 9 or 10 o'clock on a plane in the morning. There were two
inspectors going out.

Mr. CARNEY. Did the Coast Guard have the jurisdiction over the
master and the seamen on that vessel at all times?

Admiral LUSK. Yes, sir.
Mr. CARNEY. What were the responsibilities of the abled and or-

dinary seamen on the mobile offshore drilling unit when it was un-
derway and when it was at the point of exploration?

Admiral LUSK. The manning that is required on our certificate of
inspection is quite varied depending upon the operating mode of
the vessel, sir.

If she is in a self-propelled mode, the manning is quite different.
If she is on station in a moored or anchored mode, it is, of course,
quite a bit less. If the vessel is underway, then the complement as-
sures that we have licensed officers who are in charge of the navi-
gation, we have able seamen who are provided in sufficient quanti-
ties to stand duties as wheelsmen, as lookouts, and to be available
should, God forbid, there be a case where you have to use your life-
saving equipment. The able seamen would be able to help in that.

When the vessel is on station the responsibilities are quite differ-
ent. There you have a responsibility-or should I say require-
ment-for one licensed master. You will note on the certificate the
type of license that is required; it varies.

We have a lesser number of ordinary seamen; they are essential-
ly there for a certain watch standing and for certain lifesaving pur-
poses.

Mr. CARNEY. Would one of you gentlemen, and I do not care
which one, mind telling this committee what the safety record of
the semisubmersibles is, in general? Particularly, those that are
conducting activities in U.S. waters?

Admiral LUSK. Well, sir, I do not profess to have a thorough
analysis of that question; we simply did not have enough time to
research it properly. But, we did have one of our statisticians make
or punch a few buttons in the computer this morning and we did
come up with a few things that indicate-let me see if I can inter-
pret them.

Between 1955 and 1981 there have been some 17 semisubmersible
casualties. Of these, 5 were total losses and 12 were damaged and
repaired. That, for the semisubmersible type of vessel. There were
144 rigs in worldwide service and 19 in U.S. service. A total of 193
mobile drilling units considering 4 types, jackups, semis, shipshape
and submersibles. Our people ran some statistics that I cannot
really profess to stand behind but they indicate that for a semisub-
mersible it looks like so fai 1 loss for every 184 rig years.

Mr. CARNEY. How would that compare with the others?
Admiral LUSK. Once again, with the same caveat, sir, this is not

really a very sophisticated study. Jackups, we have 1 loss in 78 rig
years, semisubmersibles of this type, 1 loss in 184, submersibles 1
oss in 221, and shipshape 1 loss in 262 rig years.
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Mr. CARNEY. I am somewhat curious as to why you do not have
the type of statistics that would give us that comparison. Can you
provide that for us at a later date? Could you punch more buttons
and try to show us the comparisons among the five common
modes?

Admiral LUSK. Yes, I did not become aware until this morning at
about 8 o'clock that you were interested in this, so the statisticians
did not have much time.

Mr. CARNEY. I appreciate that, but you could provide that for us?
Admiral LUSK. I will do my best. It is easier relative to the U.S.

Fleet, sir. I have a tough time relative to foreign fleet, we do not
always get all the information but I will do the best I can.

Mr. CARNEY. Thank you very much, Admiral. Thank you, Mr.
Chairman.

Mr. JONES. Mr. Breaux?
Mr. BREAUX. Thank you, Mr. Chairman and thank you panel.
Admiral Lusk, how important would you describe a Coast Guard

inspection certificate in determining the seaworthiness of a vessel.
Would you describe it as slightly important, somewhat important,
or very important?

Admiral LUSK. The certificate, of course, is a manifestation of the
condition of the vessel. I cQnsider the vessel being in compliance
with the statutes that you have passed and the regulations that we
have implemented to be of absolute necessity.

Mr. BREAUX. How many rigs' that are currently required by the
Coast Guard to be certificated by the Coast Guard for inspection
purposes, are currently operating without a valid, updated, certifi-
cate of inspection?

Admiral LUSK. I cannot tell you that, sir.
Mr. BREAUX. Why not?
Admiral LUSK. I do not know the answer.
Mr. BREAUX. Why not?
Admiral LUSK. The procedures that we have in place are such

that the owner is responsible for having his vessel inspected while
we issue the certificate of inspection.

Mr. BREAUX. Let me interrupt at that point. The statute says,
and I will paraphrase:

The head of the department in which the Coast Guard is operating shall require
the Coast Guard to inspect, at least once every 2 years * * *. "Shall require".

Now, is the Coast Guard inspecting every vessel that is supposed
to be inspected every 2 years?

Admiral LUSK. Yes, sir.
Mr. BREAUX. Did they inspect the Ocean Ranger within 2 years?
Admiral LUSK. No, sir.
Mr. BREAUX. Obviously, they are not doing it in every case.
Admiral LusK. You have drawn a conclusion there, sir.
Mr. BREAUX. Well, an obvious conclusion-You just testified that

you did not inspect this vessel within 2 years as the law requires.
Admiral LUSK. Well, just let me explain for a moment.
Mr. BREAUX. Please follow the line of questioning.
Admiral LUSK. I would rather explain, sir.
Mr. BREAUX. Well, let me ask you the question and then see if

the explanation has anything to do with the question.
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I am trying to find out how many vessels under your jurisdiction
are currently operating without a valid updated Coast Guard certi-
fication of inspection. You said that you do not know and I ask you"why not?"

Admira, LUSK. The problem, of course, sir, is that you are quot-
ing from one statute and that statute from which you are quoting
appears, at least the way you are reading it, to suggest that it is
our responsibility to inspect.

Mr. BREAUX. Is there another statute which contradicts this one
and, if so, which one?

Admiral LUSK. There are two that clarify it, sir.
Mr. BREAUX. OK. Which two?
Admiral LUSK. 46 U.S.C. 399 which reads:

AUTHORITY TO PROVIDE INSPECTION CERTIFICATES

No vessel required to be inspected under the provisions of title 52 of the revised
statutes, shall be navigated without having on board an unexpired regular certifi-
cate.

The second one that I refer to is--
Mr. BREAUX. Let us talk about the first one. Has that statute in

any way changed the statutory obligations of the Coast Guard? The
statute reads, "shall inspect every 2 years."

Admiral LUSK. Well, sir, you quoted from one that I do not have
in front of me but--

Mr. BREAUX. Is that not the most critical one as far as inspecting
vessels for a certificate of inspection?

Admiral LUSK. It might be, sir, but not for determining whose re-
sponsibility it is to have the vessel inspected.

If I could make reference to the other statute, sir, 46 U.S.C. 497
which reads, "if any vessel navigated--

Mr. BREAUX. That does not, in any way, change the obligation
that the Department of Transportation shall require the Coast
Guard to inspect at least once every 2 years. You are saying that
another statute somewhere says that if a vessel is not inspected
that the owner is going to suffer a $500 penalty but that in no way
changes the Coast Guard's obligation to "shall conduct an inspec-
-tion every 2 years" does it?

Admiral LUSK. Yes, sir, it does. At least if I can explain.
We have roughly 11,200 vessels that are under inspection. I will

admit that they are not all MODU's. We only have several hun-
dred MODU's as I have mentioned. But, those vessels, particularly
in this area are in international service. Many of them are in for-
eign service, some of them occasionally get taken out of service and
some of them are laid up and when the vessels are navigated they
are required to be inspected.

Mr. BREAUX. Are you telling this committee that because this
vessel, under the terms of the law, happened to be anchored off of
Newfoundland, that it was not required to have any valid, updated
certificate of inspection under the Coast Guard rules?

Admiral LUSK. I did not say that, sir.
Mr. BREAUX. Are they required to have one at the time they

were anchored out there?
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Admiral LUSK. Yes, they were, sir. Our legal people have inter-
preted being anchored in that fashion on somebody else's Outer
Continental Shelf as "being navigated".

Mr. BREAUX. I take it that unless the person who is the holder of
the certificate happens to pick up the telephone and call the Coast
Guard that you do not in and of yourself initiate an inquiry or a
notification process to tell someone that their certificate has ex-
pired. Do you have a procedure to notify a semisubmersible rig
owner that the certificate is inviolate?

Admiral LUSK. We do not have such a procedure, sir.
Mr. BREAUX. Again, why not?
Admiral LUSK. One of the difficulties with all the 11,200 vessels

that we have under inspection is that they have certificates that
expire in a certain period of time. The way we have interpreted it
is that the burden is upon the owner to make applications for the
certificate so that he will not be in violation of the statute.

Mr. BREAUX. I want you to explain to the committee, and I hate
to interrupt because this is a key point-the law says that the
Coast Guard shall require inspection of these vessels every 2 years.
Now, the Coast Guard apparently has interpreted the statute to
mean that, "the owner should notify us when it expires." In theory
what you are telling this committee is that if the owner never noti-
fies you that the inspection certificate has expired that that vessel
could continue to operate in infinity without a valid inspection
sticker. Is that correct?

Admiral LUSK. I believe that the statute that you paraphrased
from indicated that the Coast Guard is responsible to do the inspec-
tion when the vessel is in navigation. One of the difficulties is that
we do not know when the vessel is in navigation.

Mr. BREAUX. You have indicated that there is no question in
your mind that this vessel which-was anchored should have had a
valid Coast Guard certification at the time.

I hope you are not trying to get around the fact that somehow it
was not navigating and, therefore, it did not have to have a valid
Coast Guard certification.

Admiral LUSK. I am not going to do that, no.
Mr. BREAUX. In fact, it did have to have one under Coast Guard

regulations.
I have expired my time, Mr. Chairman. I have some more ques-

tions if we have time later.
Mr. JONES. Mr. Shaw?
Mr. SHAW. Thank you, Mr. Chairman.
I would like to followup on a few questions from earlier this

morning with regard to the lifesaving equipment. We heard, I be-
lieve from Mr. McIntosh, that there is really no lifesaving devices
that could have been aboard that platform that would have, in the
storm that was being encountered at the time, saved the lives of
the men that were manning the platform at the time of the trage-
dy. Do you agree with that statement?

Admiral LUSK. Sir, I think that the equipment that was aboard is
the very finest that is available in the world today. I think that if
someone were able to launch it, if someone had been in the covered
lifeboats that were required-I would like to point out that those
are motor lifeboats, they are covered, they are self-righting which

97-392 0-82---18
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means if they capsize they go back upright again, they have seat
belts that individuals are supposed to put on to keep them in. It
would be a rough, rough ride I assure you, but we like to think
that if someone was in one of those, properly secured, or a number
of people in them properly secured, they could survive almost any-
thing. Now, I will admit that there would be some circumstances
where you would have waves that might be so steep that you might
have the vessel actually pitch polling, the small boat actually pitch
polling in a heavy sea where it would be-going end over end rather
than rolling over, so it is conceivable that we could have a sea in
which people could not survive. But, the lifesaving equipment that
they had, we like to think was such that the people could survive.

Now, getting into the lifeboats and getting them safely launched
without being smashed against the side of the ship, that might be
another problem.

Mr. SHAW. Is there any indication that those particular boats
were launched?

Admiral LUSK. I believe--
Mr. SHAW. With people in them?
Admiral LUSK. I believe-and here I have nothing more to go on

than heresay and newspaper reports-that there were three life-
boats that were found to be fully floating or at least partially float-
ing. I believe that at-least one of the reports said that there were
some people, whether they were alive or dead I do not know that
were originally noted to be in at least one of the lifeboats.

Mr. SHAW. Are you saying, sir, that the bodies were found in the
lifeboats?

Admiral LUSK. I am saying that I have very poor information but
I have heard something to that effect.

Mr. SHAW. I have a question for Mr. McDonald.
What is your specific responsibility for safety operations on an

offshore drilling unit and do you have any responsibility for the
seaworthiness of MODU's during the drilling operation?

Mr. MCDONALD. Well, our responsibility is the well itself and the
operations connected with it.

In the drilling mode, we are the responsible agency but our re-
sponsibility is with blowout preventors, the casing program and the
safety features connected thereto. I think that is sort of what you
are asking.

Mr. SHAW. What are your responsibilities for the inspection and
what exactly do you inspect? -- r-

Mr. McDONALD. When a MODU is coming into our leases off-
shore we inspect it before commencing any drilling operation. Our
inspection is aimed at being sure that the drain equipment and the
antipollution equipment is in order, that the proper blowout pre-
ventors are on hand, and that the people who do the roughnecking
and all are trained, certified and required to carry a card of such
certification. The inspection is built around the well drilling oper-
ation.

Mr. SHAW. May I ask you what type of records you would have
for inspection of the Ocean Ranger?

Mr. MCDONALD. I think I mentioned that we inspect at the begin-
ning in frontier areas. We inspect these riqs quite frequently and I
can say, well across the board, that we are on these operations in
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frontier areas about once a week. The Ocean Ranger, which I have
brief information on, drilled seven wells off the coast of Alaska
over parts of 1976 through 1978 in waters ranging from 300 feet-
500 feet depths. Two of these were in the Lower Cook Inlet, and
three were in the Gulf of Alaska. There were two preleased drill
wells that we call haust wells in the Bering Sea and we had no vio-
lations according to our inspections, and believe me, in that area of
our operations we are on those rigs a lot. That is not to say that we
found nothing that even warranted a warning but we had no seri-
ous deficiencies.

Also, the Ocean Ranger drilled lastly in 1980 in the mid-Atlantic
for Murphy Oil Co. in 400 feet of water and they abandoned that
well in May 1980. So, we have a record of roughly eight wells.

Mr. JONES. The Chair recognizes Mr. Studds.
Mr. STUDDS. Thank you, Mr. Chairman.
Admiral Lusk, my questions will be directed at you. My concern

is first of all that we understand what the legal requirements upon
the Coast Guard in the situation are, and second, did the Coast
Guard fulfill those requirements, and, of course, finally whether
the law itself is adequate.

At the time that the rig was inspected in Providence you said in
your statement that upon completion of the inspection the vessel
was deemed to be in substantial compliance with the applicable
regulations and a certificate of inspection was issued on December
27, 1979.

I assume that the statement, "substantial compliance" means
that there are at least some respects in which the rig was-not in
compliance. Is that correct?

Admiral LUSK. The inspections are issued or at least documented,
sir-on a form and I was not trying to come up with a cute escape
word. I try to refer to the phraseology that is on the form itself, sir.

Mr. STUDDS. I was not trying to suggest that you were being eva-
sive. My understanding, at least based on rumors that we have all
heard in the last few weeks, is that there were, indeed, some areas
in which the vessel at that point did not meet the full inspection
requirements. Is that true?

Admiral LUSK. The only area that I am aware of, sir-and it
might be that when we get the full inspection file that there will
be others-the only area I am aware of is in the one area of a defi-
ciency relative to the requirement for drydocking. That is the only
exception that I am aware of.

Mr. STUDDS. There were no exceptions whatever with respect to
lifesaving equipment or procedures of that sort?

Admiral LUSK. Not to my knowledge.
Mr. STUDDS. OK. You said on the next page, page 4, that the law

requires that U.S.-flag vessels have a valid certificate of inspection
"to avoid being subject to a penalty." Would that statement also
have been true if it had read that the law requires that U.S. ves-
sels have a valid certificate of inspection in order to operate? Or,
only in order to avoid being subject to a penalty?

Admiral LUSK. The statutory requirements is one that-is that
they-have to have the valid certificate in order to navigate. If they
operate without having the valid certificate then they are in viola-
tion and the penalty is possibly to be assessed.
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Mr. STUDDS. A penalty is to be assessed but they are not to be
ordered to cease operating, is that correct?

Admiral LUSK. If we are talking about something--a violation in
the nature that might be a violation of our authority under the
Ports and Waterways Safety Act where we have some sort of tre-
mendous threat to the U.S. environment, where we have some sort
of tremendous threat to a port, to a river system or something,
then certainly a different statute would come into effect. We might
well tell them to cease and desist and make them. But, in this case,
sir, where they have a valid or rather expired certificate of inspec-.
tion that is off of our territorial area, we have the weight of the
penalty and the weight of our being able to take administrative
action against the license of the individual who is the master.

Mr. STUDDS. Well, you certainly could have revoked the certifi-
cate, could you have not?

Admiral LUSK. We could not revoke a certificate if they did not
have one.

Mr. STUDDS. That is interesting. The analogy that springs to
mind is the certification requirements for a commercial aircraft. It
is not my field, but I assume that the moment an aircraft finds
itself without a valid certificate, it is grounded without any further
ado and cannot participate in commercial operations.

Admiral LusK. I cannot speak to that, sir, but I draw the analogy
of a motor vehicle. The vehicle is required, in Virginia at least
where I live, to have an inspection every 6 months. If you do not
have it you do not get any notification from the State. If you run
the vehicle with an expired certificate then in all probability you
will end up paying a penalty when a policeman catches you.

Mr. STUDDS. You say that for vessels in international service,
such as the Ocean Ranger, the master, owner, or agent may apply
for renewal of the certificate 60 days prior to its expiration date.
Again, there is obviously some confusion in some of the reports
that have been circulating in the preceding weeks. The-law reads
just as you have stated it there, I believe, that they may apply, not
that they must apply. Is that correct?

Admiral LusK. I attempted in there, sir, to make a reference to
the regulations that implemented the statute and--

Mr. STUDDS. What I am getting at is, is there a statutory require-
ment or a requirement in the regulations that the owner of such a
vessel give you, the Coast Guard, 60 days notice prior to the expira-
tion.

Admiral LUSK. That is a regulatory requirement.
Mr. STUDDS. Is it a requirement or is the operative verb in that

regulation "may"?
Admiral LUSK. Could I, read the regulation?
* ' * Master, owner, or agent of a certificated unit operating in international

service may apply for a certificate of inspection by submitting a completed applica-
tion for inspection of a U.S. vessel form to the appropriate officer in charge of
marine inspection at least 60 days before the expiration date that appears.

Mr. STUDDS. I am having trouble with this language here. Let us
get out some of the intervening verbiage. They say, "** * may
apply * * * at least 60 days prior."

Admiral LUSK. I would imagine, sir, and I did not write this,
whaftthey are probably saying is that if he does not want to contin-
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ue to navigate the vessel, he does not have to renew his certificate.
So, he may have the certificate renewed if he wants but if he does
so he shall do it at least 60 days before-make the application at
least 60 days before.

Mr. STUDDS. Leaving aside, I think,-I am not a grammarian, but I
do not think that is very good English that you may do something
at least 60 days before.

Wow is the Coast Guard interpreting this? In plain English what
has the Coast Guard interpreted that to mean? Have you interpret-
ed that to be a requirement in the event that the owner intends to
operate?

Admiral LusK. We have a somewhat similar, I would concede,
possibly stilted phraseology that appears in a number of our other
regulations that apply to the remainder of the 11,200 vessels.

The way we essentially interpret it is that it is the owners re-
sponsibility, that he does not have to give us such a long leadtime
to get the vessel reinspected unless the vessel is in some far distant
or international service.

Mr. STUDDS. In the event that the owner is an English-speaking
person, what is he to make of that requirement? And I am not
being facetious, but what the hell does it mean? What is my obliga-
tion if I own a rig and I am within 2 or 3 months of the expiration
of my certification, what do I have to do?

Admiral LUSK. Well, sir, I would think that if we read several of
the statutes together, along with that regulation, you might possi-
Hy get some insight.

My interpretation would be that in order to navigate a vessel
that requires a certificate of inspection, and those are words virtu-
ally taken out of one statute that I quoted to Congressman-Breaux,
the vessel has to have a certificate. Then, I indicated that if the
vessel is navigated without a certificate that you are liable for a
penalty. The regulations that implemented the statutes indicate
that in order to get that certificate, if you are an international
service, you make application to the OCMI at least 60 days prior to
the termination or expiration of your certificate.

Mr. STUDDS. I know that my time has expired but let me reask
the question that got us into this morass in the first place. Is it, in
your judgment, or is it not a requirement, legally binding upon the
ownerthat such notice be given within at least 60 days prior to the
expiration of the valid certificate?

Admiral LUSK. I do not think there is any onus on the owner at
all to renew the certificate unless he is going to operate--

Mr. STUDDS. Assuming he is going to operate?
Admiral LusK. To be honest, sir, for enforcement purposes, if I

were-doing the enforcement and if somebody turned in the applica-
tion 40, 45, or 50 days before the expiration of the certificate I
would do my very best and would succeed in getting the vessel in-
spected for him.

I feel that the logic behind that 60-day requirement is essentially
one that flows out of the former situation that we had, sir.

Back in the 1972, 1973, 1974, and 1975 era when I was involved
in headquarters before-we did not even inspect these-vessels over-
seas, or very, very few of them we did. We had a self-inspection
check-off list and we used to write to the companies and ask them



272

if they would complete voluntarily the self-inspection check-off list
and tell us when the vessel came back into U.S. waters.

The reasons for this were severalfold. One, we did not have the
travel money. In 1980 Congress added to one of our appropriations
bills, I believe, the authority for us to require individuals who had
a rig operating in international service, require them to pay for our
travel expenses. So, essentially, they now pay the travel expenses
and these regulations came out subsequent to that.

Mr. STUDDS. I suppose that it is some comfort that the situation
is not as bad as it was, but I do not know how flexible you are
going to be in interpreting that, you say, 40 days, 45 days, what if
they did it 10 days after the expiration? Is that in compliance?

Admiral LusK. Then they would pay a $500 penalty I would
assume.

Mr. STUDDS. How much does it cost per day to rent one of those
rigs?

Admiral LUSK. I am not the right man to answer that.
Mr. JONES. Could I interrupt the gentleman, please. The Chair

senses that there are more questions and since we have such few
members present we will go around again with the same panel.

Mr. STUDDS. Mr. Chairman, may I just answer the question for
- the record, if the gentleman from Louisiana is correct, the answer

to my question as to how much this rig rented, I am told from an
unimpeachable source from Louisiana, rents for $123,000 per day.
Is that correct? Is that about right? I see knowledgeable heads
shaking there. Could someone answer that for the record?

Mr. JONES. I was under the impression it was about $100,000, I
do not know.

Mr. STUDDS. It is $93,000 per day and the fine is $500 for an in-
definite period of noncompliance?

Admiral LUSK. It is $500 per instance, sir. It is right out of the
statute.

Mr. STUDDS. How long is an instance?
Admiral LUSK. Well, the statute, sir, says $500 for each offense.
Mr. STUDDS. Well, one failure to report is one offense, I would

presume?
- Admiral LusK. I would assume so. That is the way I would expect
it.

Mr. JONES. In view of the interest shown toward this panel, the
Chair is going to announce that we have a series of questions one
more time. It appears now, based on what has just been said about
the projected $93,000 per day fee, if an owner chooses not to renew,
but continues to operate, he is subject only to $500 per day. Is that
correct sir?

Admiral LUSK. Mr. Chairman that is $500 for an offense, it might
not be for a day. If the thing was overdue for 30 days they would
probably still pay $500.

Mr. JONES. That is even worse.
Admiral LUSK. Yes, sir. Thirty times worse.
Mr. JONES. Further question: Let us say that he has an offense

each day for 30 days, and he chooses to pay the $500, rather than
submit to the inspection certification. What sort of action will the
Coast Guard take-enforcement action to shut him down, or could
he go on indefinitely?
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Admiral LUSK. First of all, one might say that theoretically, he
could go indefinitely.

The Coast Guard would certainly take action and charge the
master of the vessel and you might expect that in all probability he
would get his license revoked. But they could always hire another
master and they could hire another master every day.

The fact is, and it has been my experience, that we are not deal-
ing with an irresponsible industry here, sir. We are essentially
dealing with people who sometimes make mistakes. So, typically, it
has been my experience that when we find that something like this
has happened there will be an explanation. They will be very
apologetic and they will immediately submit the application. If
they did not, then we would probably seek legislation or we would
go to the press. I assure you that the industry could not stand the
press.

Mr. JONES. Has the press been unkind lately?
Admiral LUSK. Not to me, sir.
Mr. JONES. I note that the Coast Guard presently plans to close

its marine inspection office in Rotterdam, Kobe, and Singapore. Of
course, these are locations where many drill rigs are constructed.
Question: Will inspection to insure compliance with Coast Guard
regulations be performed at these locations, or wait the arrival of
the prospective U.S.-flag vessel at a U.S. port?

Admiral LUSK. Sir, it is our intent that the vessels will be in-
spected overseas in a somewhat different fashion than we are doing
now.

Mr. JONES. Then what will be your course of action in that re-
spect? Will you appoint agents to act for the Coast Guard?

Admiral LUSK. What we are planning on doing is a combination
of things.

First of all, as I indicated to Congressman Studds, those who in-
spect vessels or have vessels inspected overseas now, are required
to pay for our travel. So, typically, when a man makes an applica-
tion for an overseas inspection job we enter into a little contract of
sorts and in that contract we make sure that he understands he
has got to pay for our travel.

Now, that part of the agreement will be binding. We expect to
have a lot more temporary additional duty travel. We will be send-
ing people over to spot check overseas. Our inspectors from the
United States will also be making delivery trials overseas and we
are planning an additional implementation where, if the vessel is
being classed by somebody other than the American Bureau of
Shipping classification society, and there are some eight others in
the world, then we would probably-we are planning on requiring
two affidavits. One affidavit would be from the owner and the
other would be from the classification society that they had chosen.
Each of ,those two affidavits would indicate that the vessel had
been constructed in accordance with plans. .that were either ap-
proved by the Coast Guard or the American Bureau of Shipping.

Now, of course, if the American Bureau of Shipping were the
classification society by choice of the owner, then there would only
be one affidavit.
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Mr. JONES. Thank you, Admiral. Of course, I am concerned about
the closing of these foreign inspection offices, but I am more con-
cerned about the closing of some bases in my district.

I now recognize Mr. Carney.
Mr. CARNEY. Admiral, do you think that the Congress should

draw new statutes to toughen up the inspection requirements?
Both from the standpoint of penalties to the user and from the fre-
quency of inspection?

Admiral LUSK. Sir, I do not have any problems with the frequen-
cy of inspection nor with the scope of inspection nor our means of
implementation.

As a matter of fact, the statute that requires this particular type
of vessel to be inspected used to require it to be inspected annually
and Congress, I think in 1958, changed the statute and made it a
biannual inspection, every other year, so Congress did speak a few
years ago. I have no problem with that.

Relative to the penalties, certainly a $500 a day penalty is ludi-
criis. On the other hand, I must admit that we are dealing here
with companies that have such great investment that we do not
have frequent instances of them flaunting their certificates.

We typically have pretty close adherence to the inspection re-
quirements.

Mr. CARNEY. Could you provide for this committee the number of
times that these types of rig inspections were not met in a timely
fashion?

Admiral LUSK. I am just trying to think of our statistical
wherewithall to do that, sir, and it is almost impossible for me to
do that. The difficulty is that we are not running now, we will in a
few years-I have testified before about MSIS, the Marine Safety
Information System, a computer system that we are putting in. We
do not have that now and right now we have a situation that is so
far from being real time, if you will, as would make that very diffi-
cult.

If we were, for instance, to ask the computer right now, how
many vessels had expired certificates of inspection, the computer
would just tell me how many vessels did not have, in our files, a
record made or a record entry, that the certificate had been re-
newed.

Now, the problem is that we have 11,200 vessels out there. We
have a 2- and 3- and 4-month period of time, lapse time, between
the time the individual might have gotten the vessel recertificated
and now. So, I am always unable to answer that type of a question.

Mr. CARNEY. We are dealing with oil rigs and not merchant ves-
sels as such. In that one particular area, what would you think to
the suggestion of having a penalty for each day that you run the
rig past your expiration of inspection, for each day you are caught
doing that, you have to shut down your rig?

Admiral LUSK. Certainly, anything that you did to tighten up the
penalty to make sure that those involved would be a little more at-
tentive to detail. We are putting out new regulations that will be
applying to our Outer Continental Shelf and those regulations are
being developed and, of course, the Outer Continental Shelf Lands
Act has an entirely different set of penalties. There, we have a
$10,000-per-day penalty and so the new regulations that we are
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putt ng ----- at operations on our Outer Continental Shelf will have
a $10,000-per-day penalty, quite a bit different-from the $500-per-
day instance.

Mr. CARNEY. Well, a $10,000-per-day penalty, when you are talk-
ing about a vessel that you rent for $93,000, per day and some
probably for $100,000, $120,000 and $130,000 that becomes relevant
again. If the fine was that you could not operate the vessel for the
amount of days that your inspection has expired, I think that
would insure that people would be bringing those vessels in for a
timely fashion for inspection.

Admiral LUSK. I quite agree, sir. I do think though that there are
a few other things that bear on here. There are situations of liabili-
ty, possibly insurance lapses, which might be the case of vessels not
certificated, these are other incentives, very very big incentives in
some cases, to make sure that the vessels are inspected. I do not
argue with you a bit though, I think that the increased penalty
would certainly be of benefit.

There is one thing, though, that I would like to make a small
point. I do not know of any vessel that has ever sunk because its
certificate expired. The owners have a responsibility to stay in com-
pliance with the regulations and to me most of the inspection pro-
gram is quite dependent upon the continued cooperation of the
owners.

We inspect vessels effectively every 2 years, now we might do a
mid-period of what have you, but we inspect the vessel-just for an
instant, we see it as a picture, and when we see it we determine
whether the vessel is in compliance or not. But the owner is expect-
ed to keep the vessel in compliance all the time so it is my hope
-that if the system is working when the Marine Board of Investiga-
tion gets done, that they will find at ODECO, that ODECO prob-
ably was in compliance with everything but the fact that they did
not have the certificate renewed. That is my hope.

Mr. CARNEY. On the inspections you were required to bring it
into drydock and your regulations allow you now to raise it further
out of the water and then take photos of what remains under the
water.- How many times can you do that? Can you do that every 2
years?

Admiral LUSK. For the semisubmersible drilling rig, I do not be-
lieve that there-is a-limit. One of the difficulties, of course, is the
recognition that some of those vessels are in pretty darn far off
places and there are not too many shipyards in the world that-can
even fit them in. But, we have come up with a substitute that does
not have a specific number of times that it can be implemented.

Mr. CARNEY. You are confident with the substitute no matter
how frequently you would do that, that substitute technique gives
you the information necessary to certify that vessel a--Ieing safe?

Admiral LUSK. My personal view is that the substitute technique
is not as good as the drydocking But it is pretty close.

Mr. CARNEY. Thank you, Mr. Chairman.
- Mr. JONES.. r. -Breaux?

Mr. BREAUX. Thank you, Mr. Chairman.
Admiral, I do not think anyone, and I believe the record should

be very clear, is trying to indicate that the expired Coast Guard
/certification was the cause of the accident. The two are separate
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and should be separately considered. Our committee's responsibili-
ty is to determine whether the agencies that we have jurisdiction
over are following the law as-it was intended to be followed.

Earlier you responded to a question I asked concerning the
number of rigs that are operating with an expired certificate and
you told me that you did not know that number. My staff called
your office this week and asked them the very same question. Your
office called my staff back and told them that after they made a
check they found out that there were, as of December 1981, seven
rigs with expired certificates, and as of March 1 of this year, there
were 10 additional rigs with expired certificates. Is that the correct
information that your office gave me?

Admiral LUSK. Well, sir, I am not exactly sure what my office
gave you. --

Mr. BREAUX. Have you talked at all about that question with the
captain who came to see me in my office?

Admiral LUsK. I can recall indicating in response to one of the
other questions, but I do not really remember who asked it, but I
can recall indicating that the-recordkeeping that we have makes it
a patent impossibility for somebody to say how many vessels as an
absolute fact--

Mr. BREAUX. Is the statement that I received from your office
correct or incorrect? Someone in your office called -my office and
said there were 7 rigs as of last December that were operating with
expired certifications and 10 more with expired certifications as of
March 1, 1982. Did I not get that information from the captain who
is sitting next to you or from someone on your staff or from some-
one in the Coast Guard?

Admiral LUSK. Sir, it would appear that the information that you
got was not properly caveated.

Mr. BREAUX. Properly what?
Admiral LUSK. Properly caveated; in other words, they--
Mr. BREAUX. Admiral Lusk, this is a yes or no answer. Do you

--have---seven rigs that have expired certificates and are there 10
more as of March 1?

Admiral LUSK. I am trying to explain, sir, that nobody on my
staff can tell you whether that is the case. They can ask the com-
puter--we have a little computer-whether or not the computer
knows if the vessel were recertificated and the computer can look
and it can say when the certificates were due to expire because it
had that information in it--

Mr. BREAUX.--So it is in the computer?
Admiral LusK. What I am-talking about is on the computer--
Mr. BREAUX. When a certificate is issued, is it entered in a com-

puter?
Admiral LUSK. What we are doing is4&ying to implement the

MSIS system piecemeal, as we get money and as we can do it. Part
-d&f it is being implemented now. It is not fully operational but we

have part of it that is implemented and as we get from our field
offices a written notification of a certificate of inspection having
been issued and as we have the staff time we enter into the com-
puter the information off of those certificates, so the computer
would, presumably have known that a certificate was issued, let us
say in January 1980. That data would be entered into the compgt-
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er. Some time later the owner would have made an application to
get the vessel recertificated, the office would have gone out and
done the job, the new certificate would be issued, when they got
around to typing it the form would be typed and a copy sent to us,
and somebody would make an entry into the computer--

Mr. BREAUX. I would rather not delve into this process that you
are outlining at this point. Captain, did someone in the Coast
Guard check the number of expired certificates as I requested?

Captain DECARTERET. Yes, sir, and the exact words we notified
you that there were seven MODU's that were overdue for inspec-
tion.

Mr. BREAUX. Does that mean that it has been more than 2 years
since these rigs have been inspected?

Captain DECARTERET. Now, wait a minute, sir. That is not what
we said. We said that they were overdue, that they had not had
their certificate renewed. We have no record at headquarters. One
of those MODU's, I happen to personally know is down in Chile.
We had inspectors aboard it and the rig has been recertificated.
The inspector got back from Chile some time in the middle of Jan-
uary. The paperwork is now being processed through our New Or-
leans office and we will probably get the notification some time
late this month that the rig was reinspected on time and it will be
6 or 7 months before we can get it entered into the computer be-
cause we have only got one person to do it.

Mr. BREAUX. That means that six rigs do not have current in-
spections, is that correct?

Admiral LUSK. According to the computer, sir.
Mr. BREAUX. I am not trying to be difficult, but I feel that this is

a very important question. You have a statutory obligation to in-
spect vessels every 2 years and the Congress is asking you how
many of the ones that you are obligated to inspect every 2 years
are not current. I realize that this is a difficult job; you are respon-
sible for 11,000 vessels and probably almost 200 semisubmersibles.
But you also have computer capability that should make this a rea-
sonable task. Captain, is it also correct that-Auring that search you

-also found 10 additional rigs that as of March 1 were, as you say,"not current?"
Captain ARTERET. Not current.
Mr. BREAUX. Not current. Does that indicate lack of a valid cer-

tificate?
Captain DECARTERET. We do not know if they are valid.
Admiral LUSK. The thing is, sirs regardless of whether you can

make our computer take 10,000 or 11,000 entries or not, the com-
puter is no better than the information than you put into it.

Now, regardless of what my staff told you-I cannot attest to
what they said-but all I can say is that it is patently impossible
for my staff to know whether each of the vessels that the computer
suggests might possibly be overdue for inspection is, indeed, over-
due for inspection because there is a several months lapse there.

Mr. BREAUX. If the Coast Guard cannot tell us that, who-do we
have to find out from?

Admiral LUSK. If there is a specific vessel that you are interested
in I could, of course, find out by calling our field offices and seeing
which of our 50 field offices might have conducted that so we could
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update our computer as of any particular instance that you
wanted.

Mr. JONES. Mr. Studds.
Mr. STUDDS. Admiral, on page 5 of your testimony you say that

an annual inspection is required of MODU's in the U.S. Outer Con-
tinental Shelf. I had thought that that requirement and that in-
spection was dropped as of January this year. In fact, the Comman-
dant testified to that effect just last week here.

Admiral LUSK. I am trying to recall. I did skim over the Com-
mandant's testimony but I do not remember the exact--

Mr. STUDDS. It was in response to a question, it was not in his
testimony. My understanding, and I asked the Commandant to con-
firm that understanding and I believe he did so, that the practice
of an annual inspection was dropped, at least in part, because of
budgetary constraints upon the Coast Guard.

Admiral LusK.--see. What we attempted to do and this is rather
a lengthy thing,-I believe on three different occasions, there have
been successive efforts, we have had to cut back on certain non-
congressionally mandated involvements of the commercial vessel
safety program and because of budgetary constraints what we have
had to do is cut out a number of things that we were not mandated
by statute to do. Now, one of those-things concerned certain vessels
that we inspect as cargo and miscellaneous vessels, vessels that by
statute used to have to be inspected annually, which in 1958 when
the statute changed were to be inspected on a semiannual basis.

Mr. STUDDS. I was just handed the instruction, the telegram,
from the Commandant to marine safety officers. I read from it:

In January, 1981, letters were sent to the 2d, 3rd, 5th, 8th, 9th, 11th, 12th and
13th districts permanently discontinuing mid-period inspections on all cargo and
miscellaneous vessels in those districts. This policy is hereby extended worldwide
and expanded to include MODU's.

That is dated January 7, 1982.
Admiral LUSK. Yes, sir. I am familiar with that.
Mr. STUDDS. In other words, the annual inspection has been dis-

continued?
Admiral LUSK. Well, sir, I am trying to lay the groundwork.
In August 7, 1980, there were certain inspection activities that

were cut out due to fiscal year 1981 budget reductions. In January
28, 1981, the reference of the message that you have just read from,
there was a letter sent out to most of our districts. We had origi-
nally thought it went to all of them but there were several districts
that, apparently did not get it. And, that letter indicated, just
about, what you had said.

Now, that letter did not in its text specifically exempt MODU's.
In the message that you refer to-.-we got a new deputy in my
office. He came from Boston, and Boston, for some reason or an-
other, had not gotten a copy of the letter that went out on January
28, 1981.

Mr. STUDDS. I do not want to be impatient, but I only have 5 min-
utes. What is the answer to the question? Have we or have we not
discontinued the annual inspection?

Admiral LUSK. We do not have the statutory authority to discon-
tinue the annual inspection en a vessel that is operating under the
Outer Continental Shelf Lands Act on our Outer Continental Shelf.
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Mr. STUDDS. So, you continue to inspect the MODU's in the U.S.
shelf but not on other nations such as the incident of the Ocean
Ranger?

Admiral LUSK. That is the way it is supposed to be.
Mr. STUDDS. Let me ask you, under the conditions as we under-

stand them to have been at the time of the accident, is there realis-
tically speaking any way in those last minutes that that rig could
have been evacuated?

Can you launch those lifeboats under those circumstances?
Admiral LUSK. Well, to be terribly honest, I have wondered why

we did not find more people in the lifeboats. I understand from
something-I believe it was mentioned in earlier testimony-that
the bow has been found to be badly damaged, the bow of the
Ranger. I cannot help but wonder, sir, if possibly the vessel went
down very fast.

Mr. STUDDS. It would be irresponsible for us to try to establish
that but what I am trying to get at is that under the ocean, sea,
wind and wave conditions as we understand them to have been, do
you have any experience under remotely similar conditions where
there has been a successful evacuation from a rig like that?

Admiral LUSK. I cannot recall one.
Mr. STUDDS. To the best of your knowledge of seamanship, is

such a thing practicable? Can you launch those vessels under wave
heights like that and under wind conditions like that?

Admiral LUSK. It can be done, theoretically it is possible.
Mr. STUDDS. I do not mean theoretically. Just speaking as a man

of the ocean, is it likely you could get away with that? What are
the odds?

Admiral LUSK. I would suspect that some of the vessels being
launched would be damaged. I would suspect that there would be
injury. I would expect some survivors.

Mr. STUDDS. What training do we currently require with respect
to the use of that kind of equipment in extreme conditions like
that on the part of the crew of these vessels?

Admiral LUSK. There is no requirement for specific training.
There is a requirement in the regulations that they be told of their
position, that they be exercised weekly in boat drills and that the
master be responsible to make sure they know how to operate the
equipment under those conditions. But as far as actual training,
there is no training that is conducted by the Coast Guard, that is
all done, if it is done at all, by the company.

Mr. STUDDS. There is a requirement for weekly boat drills?
Admiral LUSK. That-is correct.
Mr. STUDDS. Does that include actually putting the boat into the

water?
Admiral LUSK. What it means is that is-what they say is that

everybody has to muster at their stations and at least one of the
vessels has to be at least partially lowered and the engine operat-
ing.

Mr. STUDDS. Is one of the things that you look for when you issue
your certificate of inspection, log confirmation, that that has, in
fact, occurred?

Admiral LUSK. Yes, sir.
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Mr. STUDDS. It is. I see. Well, obviously there is a lot of concern
here with respect to the increasing likelihood of encountering these
kinds of conditions as we move into the waters off New England
and off Alaska and that raises the question that Mr. Breaux and
others kept hounding away at you with respect to your-as you af-
fectionately call it-little computer which I assume is your way of
characterizing the Marine Safety Information System in its current
status?

Admiral LUSK. Yes, sir.
Mr. STUDDS. How short are you of the kind of funding you would

need to do to that system what you would like to do with it?
Admiral LusK. Well, it will require a certain amount of time, sir.
Mr. STUDDS. Time or money?
Admiral LUSK. Both. The amount of money increases with the

shortness of time. In other words, the faster you want it--
Mr. STUDDS. Right. As far as I know not even this administration

can control the passage of time, but money is something over
which we have theoretically some control. What do you need and
what have you got in terms of money?

Admiral LUSK. I believe that under the present plans we will
probably be able to have it online no later than-early, 1985.

Mr. STUDDS. That is 1985?
Admiral LusK. Correct. With an extra $2 or $3 million we could

probably accelerate that by at least a year. I do not profess to be a
real computer expert.

Mr. STUDDS. Mr. Chairman, it seems to me that there are a
number of lessons for us already here. One is that we ought to do
the best we can in spite of precedents to the contrary, to draft stat-
utes in English and even to insist that regulations implementing
them be in related language so that those upon whom they bear
can have some idea of what they are doing. I think, once again, we

-have a message with penny-wise and pound-foolish approaches to
systems and equipment and men and women whose ability to do
their job bears on-human life, it is short-sighted in the extreme if
we do not have the information that we need to respond to some of
these questions and obviously we do not and that is not the fault of
Admiral Lusk or any individual in the Coast Guard. If you do not
have the money you cannot build a computer.

Thank you Admiral very much.
Thank you, Mr. Chairman.
Mr. JONES. Thank you.
Thank you gentlemen for your presence here this afternoon and

your patience.
Our last witness is Dr. Joe Friday, Deputy Director for NOAA

Weather Service.
Dr. Friday? I believe you are being accompanied by Dr. Flittner,

is that correct?
-Dr. FRIDAY. That is correct, sir.
Mr. JONES. You may proceed.
Dr. FRIDAY. Thank you, sir.
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STATEMENT OF DR. ELBERT W. FRIDAY, JR., DEPUTY DIRECTOR,
NATIONAL WEATHER SERVICE, NATIONAL OCEANIC AND AT-
MOSPHERIC ADMINISTRATION, U.S. DEPARTMENT OF COM-
MERCE, ACCOMPANIED BY DR. FLITTNER
Dr. FRIDAY. Mr. Chairman and members of the committee, I ap-

preciate the opportunity to appear before you here today to discuss
the marine warning and forecast capabilities of the National
Weather Service.

I will request that my prepared written testimony be inserted
into the record at this point.

[Testimony of Dr. Friday follows:]

STATEMENT OF DR. ELBERT W. FFPDAY, JR., DEPUTY DIRECTOR, NATIONAL WEATHER
SERVICE, NATIONAL OCEANIC A;D ATMOSPHERIC ADMINISTRATION, DEPARTMENT OF
COMMERCE

Mr. Chairman and members of the committee, I appreciate the opportunity to
appear before you today to discuss the marine warning and forecast capabilities of
the National Weather Service.

The mission of the National Weather Service is to provide prediction of' weather
conditions to the public regardless of where they live, work, and play and whether it
be our nation's interior or along our Coasts and offshore areas. The number one pri-
ority of this service is to prepare and disseminate timely warnings of severe weather
and ocean conditions so that evasive actions can be taken to reduce injury, loss of
life, and damage to property. This is most important to those segments of the public
who live and work where the ocean and atmosphere meet, perhaps more than any
other place. The forces experienced in the marine area by winds, ocean waves, and
currents are greater than anything that can be produced by man. To complicate this
situation further, it is also an area where evacuation is the most difficult, thus re-
quiring warning as far ahead of time as possible.

The National Weather Service provides warnings and forecasts to the public for
coastal waters up to 60 miles from shore, offshore, areas out to about 250 miles, and
by international agreement, certain areas of the high seas.

Nineteen coastal Weather Service Forecast Offices have marine warning and fore-
cast responsibilities. In addition, the National Meteorological Center (NMC) here in
Washington, prepares gtiidance material depicting present and future conditions of
the weather and oceans. The nineteen forecast offices use the numerical guidance
prepared by NMC. They also receive and use observations from automatic weather
stations; cooperative observers along the coast, on offshore platforms, and aboard

-ships; satellites; radar; and instrumented buoys which provide additional critical in-
formation needed to prepare public warnings and forecasts for coastal offshore, and
high seas areas. These services are disseminated primarily by radio communication.
For the toastal and some of the offshore areas, this is accomplished by NOAA
Weather Radio while for the offshore and high seas areas, the warnings and fore-
casts are broadcast by the Coast Guard, U.S. Navy, and private radio companies
such as RCA and I'l. In addition, selected forecasts are distributed to other na-
tions, including Canada, for further dissemination. The National Weather Service
also collaborates with the National Bureau of Standards to provide high seas storm
information for broadcast over radio stations used for time and frequency standards
such as WWV.

A complete directory of marine weather dissemination entitled "Worldwide
Marine Weather Broadcasts" is published by the National Weather Service and the
U.S. Navy. This directory provides radio station locations, broadcast content, area of
coverage, and communciations mode for available marine weather services. For ex-
ample, the directory indicates that weather broadcasts covering the site of the
Ocean Ranger are made at 10 Canadian and 3 U.S. radio stations utilizing radiotele-
graph, radiotelephone, and radiofacsimile. The Ocean Ranger site was located
within the coastal and offshore area where warnings and forecasts are the responsi-
bility of Canada. Because of its locations, we assume that the Ocean Ranger utilized
the warning and forecast services as well as the radio dissemination provided by
Canada. However, the National Weather Service did provide warning and forecast
of the storm that passed through the area on February 15.

Mr. Chairman, I have provided the committee with several charts indicating the
track of the storm and the forecasts which were available as a part of our high seas
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warning responsibility. The storm formed off the South Carolina coast early on Feb-
ru, 13, and followed a Northeastward track off the U.S. east coast to eastern
N,,vfoundland and into the North Atlantic. It was an intense Winter storm, but not
a freak or extremely rare occurrence.

The storm track is normal for this time of year and was predicted by the numeri-
cal model at NMC and the forecasters at the Washington, D.C., Forecast Office. Be-
ginning at noon on February 13, our forecasters issued warnings calling this a "dan-
gerous storm" with winds of 50 to 80 knots and significant wave heights of 20 to 35
feet. In U.S. waters, it is standard practice to disseminate warnings of such storms
over the marine distress frequencies in addition to the scheduled broadcasts I dis-
cussed earlier. It is our understanding that a similar practice is followed in Canadi-
an waters.

Mr. Chairman, I would like to emphasize two points to the committee regarding
the National Weather Service capability to provide adequate warnings and forecasts
of the weather and ocean conditions for those segments of the public involved with
explQration and production of energy from offshore platforms.

First is, the National Weather Service has a basic framework to provide warnings
and forecasts of weather conditions to the public. The most fragile part of this
framework is in coastal and offshore areas because of its remoteness, as compared to
land areas, the complex interactions among air, sea, and land, and the limited avail-
ability of dissemination facilities. The types of warnings and forecasts we do provide
are on an areal or zonal basis and are directed to all segments of the public involved
in activities in the coastal and offshore areas.

This type of service should be adequate for warning of severe weather and ocean
conditions and substantially reduce the risks of catastrophic losses such as those as-
sociated with the capsizing of the Ocean Ranger. In addition to the NWS responsi-
bilities, we realize that individual, tailored forecast services which are directed to a
specific user group on offshore platforms would further minimizetile risk and at the
same time, contribute to increased efficiency of the specific activities. It is a policy
to encourage and cooperate with private meteorological companies to provide this
added specialized service. In the Gulf of Mexico, this type of cooperative effort is an
effective way of minimizing the risk of injury and property damage to those people
involved in offshore development. - -

The second point is the complexity of the many elements involved in providing
our public warnings and forecasts for the marine area. This complexity involves the
capability of: (1) having a staff of forecasters trained and proficient in understand-
ing the behavior of both the ocean, and atmosphere; (2) a facility which, using nu-
merical models, can process in a timely manner, different types of observations and
then provide prediction guidance information; and (3) an adequate observation net-
work which can describe and quantify the present conditions of the weather and
ocean as well as provide the necessary climatological information such as wind and
wave statistics from which platform design criteria is derived. At present, the Na-
tional Weather Service, has all three of these ingredients, however, they are availa-
ble in much smaller numbers than for our responsibilities over land. It is only with
the continuance of all of these elements that we can assure an adequate warning
and forecast capability for those segments of our public along the coast and offshore.

This concludes my statement. If you have any questions, I will respond to them
here or provide them for the record.

SUMMARY OF HIGH SEAS FORECASTS ISSUED BY THE NATIONAL WEATHER SERVICE

FORECAST OFFICE AT WASHINGTON, D.C.

Friday, February 12, 1982
7 p.m. Est: Developing storm will move northeast and intensify. Forecast lowest

pressure 29.36 inches at40N 62W at 14/1AM. Wind, 45-60 knots; seas, 20-30 feet.
Saturday, February 13, 1982

1 a.m. Est: Developing storm will move northeast and intensify. Forecast lowest
pressure 28.94 inches at 41N 55W at 14/7AM. Wind, 45-60 knots; seas, 20-30 feet.

7 a.m. Est: Developing storm will move northeast and intensify. Forecast lowest
pressure 28.79 inches at 46N 53W at 14/1PM. Wind, 40-55 knots; seas, 15-25 feet.

1 p.m. Est: Storm will move northeast and intensify. Forecast lowest pressure
28.41 inches at 52N 49W at 14/7PM. Wind, 40-60 knots; seas, 15-25 feet.

7 p.m. Est: Dangerous storm will move northeast and slow down. Forecast lowest
pressure 28.29 inches at 51N 48W at 15/1AM. Wind, 45-80 knots; seas, 20-35 feet.
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Sunday, February 14, 1982
1 a.m. Est: Dangerous storm will move northeast and slow down. Forecast lowest

pressure 28.17 inches at 53N 46W at 15/7AM. Wind, 50-80 knots; seas, 20-35 feet.
7 a.m. Est: Dangerous storm will move northeast and slow down. Forecast lowest

pressure 28.23 inches at 53N 42W at 15/1PM. Wind, 50-80 knots; seas, 20-35 feet.
1 p.m. Est: Intense and dangerous storm will move northeast and slow down. This

is one of the most intense storms seen so far this season and should be avoided by
all ships if p-ssible. Forecast lowest pressure 28.50 inches at 56N 44W at 15/7PM.
Wind, 60-80 knots; seas, 20-35 feet.

7 p.m. Est: Dangerous scorm will move northeast, slow down, and begin to fill.
Forecast lowest pressure 28.23 inches at 55N 38W at 16/lAM. Wind, 50-80 knots;
seas, 20-35 feet.

Monday, February 15, 1982
1 a.m. Est: Dangerous storm will move northeast, slow down, and begin to fill.

Forecast lowest pressure 28.23 inches at 57N 40W at 16/7AM. Wind, 50-80 knots;
seas, 20-35 feet.

7 a.m. Est: Dangerous storm will move northeast and turn northward. Forecast
lowest pressure 28.35 inch-es at 58N 40W at 16/1PM. Wind, 55-80 knots; seas, 25-35.

97-392 0-82- 19
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BEAN STOW TRACK FOR PERIOD
FEB. 13 TO 15, 1982
STOfMI LOCATION AT 6 HOIR
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Dr. FRIDAY. As I am sure you are aware, the National Weather
Service has as its primary mission to provide prediction of weather
conditions for the public regardless of where they live or work,
whether it be in the Nation's interior or along our coasts and off-
shore areas.

Our No. 1 priority of this service is to prepare and disseminate
timely warnings of severe weather and ocean conditions so that
evasive actions can be taken to reduce injury, loss of life, and
damage to property. This is most important to those segments of
the public who live and work where the ocean and atmosphere
meet, perhaps more so than any other place.

I am sure that you have seen from the discussions this morning
and this afternoon, the forces generated in the marine environ-
ment can be more significant and more destructive than any of
those known to man.

Furthermore, we have a difficulty in this particular task because
we need to provide those warnings in sufficient time so that ade-
quate evasive actions can be taken.

The National Weather Service provides warnings and forecasts
to the public for coastal waters up to 60 miles from shore, offshore
areas out to about 250 miles, and by international agreement, cer-
tain areas of the high seas.

Nineteen of our Weather Service Forecast Offices along the coast
have a marine warning and forecast responsibility. In addition, our
National Meteorological Center located here in Washington, pre-
pares guidance material depicting the present and future condi-
tions of the weather and oceans.

The 19 forecast offices use this guidance in preparing additional
forecasts for distribution to our various users in the ocean area. In
addition to the computer models from the National Meteorological
Center they use observations from automatic weather stations,
from cooperative observers along the coast, from the offshore plat-
forms, from aboard cooperative ships and, of course, our environ-
mental satellites, radar, and instrumented buoys. These services
are disseminated primarily by radio communications. For our
coastal and some offshore areas, this is accomplished by NOAA
Weather Radio while for the offshore and the high seas areas the
warnings and forecasts are broadcast by the Coast Guard, the U.S.
Navy, and private radio companies.

In addition, selected forecasts are distributed to other nations, in-
cluding Canada, for further dissemination. The National Weather
Service also collaborates with the National Bureau of Standards to
provide high seas information for broadcast over radio stations
used for time and frequency standards such as WWV.

As has already been discussed this morning, the Ocean Ranger
site was located within the coastal and offshore area where warn-
ings and forecasts are routinely the responsibility of Canada.

Because of its location, we assumed that the Ocean Ranger uti-
lized the warning forecast services as well as radio dissemination
provided by Canada and, indeed, some of the people testifying this
morning indicated the fact that they had received those forecasts
from NORDCO.

Mr. Chairman, I have provided the committee with several
charts attached to my written statement indicating the track of the
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storm and the forecasts which were available as part of our high
seas warning responsibility.

I will not go into detail here but I can suffice to say that the
storm was accurately forecast as was indicated earlier today by Mr.
Sexton. This was a classic storm, it was not a freak occurrence. It
was a standard storm tracking right along the expected climato-
logical track. The winds and wave conditions were as to be expect-
ed from such a storm.

I would like to emphasize two points to the committee regarding
the National Weather Service capabilities to provide adequate
warnings and forecasts of marine and ocean conditions for those
segments of the public involved in exploration and production of
energy from offshore platforms.

First of all, the National Weather Service has a basic framework
to provide warnings and forecasts of weather conditions to the
public. The most fragile part of this framework is in coastal and
offshore areas because of the remoteness, as compared to land
areas, the complex interactions between the air, sea and land, and
the limited availability of dissemination facilities.

The types of warnings and forecasts we do provide cover wide
areas or wide zones and are directed to the public at large and the
general users in the area.

This type of service should be adequate for warning of severe
weather and ocean conditions and substantially reduce the risks of
catastrophic losses.

In addition to the NWS responsibilities, we realize that individu-
al, tailored forecast services which are directed to a specific user
group on offshore platforms should further minimize the risk and
at the same time, contribute to increased efficiency of the specific
activities.

In the particular case, here, I believe it was pointed out earlier
today a private company in Canada did provide specialized environ-
mental services to the Ocean Ranger.

In the Gulf of Mexico this type of cooperative effort is an effec-
tive way of minimizing the risk of injury and property damage to
those people involved in offshore development.

We have recently implemented a cooperative program with the
offshore platforms there to collect weather data from the platforms
to bring that into our ocean services unit at New Orleans and proc-
ess that again for distribution to users in that particular area.

The second point I would like to make is the complexity of the
many elements involved in providing our public warnings and fore-
casts for the marine area.

We essentially have three complex interactions here, or necessi-
ties for providing this complex data source. We have to have a staff
of forecasters trained and proficient in understanding the behav-
iour of both the oceans and the atmosphere; we need a facility for
doing this pulling things together in a timely manner, different
types of information and then provide predictions; and we need an
adequate observation network which can adequately describe and
quantify the present conditions of the weather and ocean as well as
provide--the necessary climatological data base necessary from
which platform design criteria may be derived.
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At present, the National Weather Service, has the capability of
all of these ingredients, however, they are available in much small-
er numbers than for our responsibilities over land. It is only with
the continuance of all of these elements that we can assure an ade-
quate warning and forecast capability for those segments of our
public along the coast and offshore areas.

Sir, that concludes my statement. If you have any questions, I
will respond to them here or provide them for the record.

Mr. BREAUX [acting chairman]. The chairman has indicated that
we proceed with questions if that is all right.

Mr. JONEs. That is fine.
Mr. BREAUX. Thank you, Mr. Chairman.
Thank you for your presentation Mr. Friday. We have had a

chance to review your summary of the high seas forecast and it in-
dicates that NOAA weather first started describing this storm on
Friday evening during the 7 p.m. forecast. The forecast indicated
the presence of a developing storm that would move northeast and
intensify. On Saturday, forecasts progressed from a developing
storm that would intensify to a dangerous storm that would move
northeast and slow down. Sunday the forecasts continue to refer to
a dangerous storm at 1 a.m., 7 a.m., and 1 p.m., I believe intense
and dangerous was the description. I quote from the forecast, "this
is one of the most intense storms seen so far this season and should
be avoided by all ships if possible." Forecasts continue to refer to
the dangerous storm and, of course, the next morning was the time
that the incident occurred.

Mr. Friday, is it within NOAA's weather capacity or jurisdiction
to make any kind of a recommendation concerning the operation of
semisubmersibles or fixed platforms? You do make a recommenda-
tion to ships that such a storm should be avoided at all costs.

Can that recommendation to ships in any way be correlated to a
recommendation to a vessel such as a semisubmersible vessel?

Dr. FRIDAY. Historically, we provided this sort of information for
ships at sea. The differences between the operation of a ship and
an open sea and a semisubmersible of course-I cannot really draw
a direct correlation between whether or not this should also apply
to a semisubmersible. Perhaps Glen could answer something along
that line.

Dr. FuLrNER. Congressman Breaux, in light of the earlier discus-
sion, I believe you have got an equivalent question here of when a
vessel is rLoving, that is underway, and when it is moored or an-
chored on station.

All of our forecast advisories are basically designed to meet the
needs of mariners operating under way at sea.-I believe you have a
special case here which doubtless warrants further examination.

Mr. BREAUX. I understand that there are private weather con-
sulting firms that some of the drilling companies use from time to
time. What type of information do such firms provide that is
beyond what the Weather Service is involved in?

Dr. FRIDAY. Well, as I pointed out in my statement, what we do
provide is a general context for an area; a general forecast of condi-
tions to be expected, not an individual forecast for an individual
point that may have peculiarities because of the individual climatic
locations, individual current situation, individual terrain as in the
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case of weather conditions on land. That sort of information then is
provided either by the private meteorologist or the private environ-
mental concern that has as a specific client, a certain location,
knowing what those conditions are and knowing what is particular-
ly sensitive and knowing what is particularly critical to his oper-
ation. That is about the transition point. We provide the general
guidance material, the general warning for all segments of the
public, industry, and society and the special products are tailored
for use in this case.

Mr. BREAUX. You indicate clearly in your testimony that NOAA
weather was able to track this storm accurately, that the storm
was not taking any surprising deviations and that it was on a tra-
ditional path for storms during that time of the year and in that
part of the world.

How important or useful are the moored environmental data
buoys that NOAA owns, operates, and maintains in providing that
type of service? I am concerned that any are scheduled for removal
because of budgetary recommendations.

Dr. FRIDAY. The buoys are a very vital contribution to our data
base at sea. As you know, we currently have approximately 14 of
them in locations around the United States around the coastal
areas. We are not the only source of those buoys, as you are well
aware. There are also NDBO buoys operated for the Bureau of
Land Management and other organizations. So, we have a coopera-
tive program.

We do plan on removing four of the buoys in the next year which
are located in the major shipping lanes. The reason for that, essen-
tially, is not only the operational cost of the buoys themselves, and
one in particular which is some distance away from land, but also
the fact that we do receive data from cooperative ships when they
are passing in the area and, consequently, this buoy is an extra
source of data and, under the present budget constraints, one
which we feel we can get along without. However, I must point out
that a continuous data record from a fixed point is superior to that
provided by moving ships.

The buoys themselves give us, however, the most precise value of
the detailed current, water temperature, wave phenomena, and
winds at the ocean surface.

Mr. BREAUX. We understand that you are also in the process of
implementing an ocean service unit in fiscal year 1982. In what
year do you plan to complete this system of nine units and what
kind of resources are required to complete that job?

Dr. FRIDAY. We have, as you are well aware, four units in at the
present time, and we have five more units which we plan on put-
ting in as soon as resources become available. Those are not sched-
uled to go in prior to fiscal year 1984, if then.

The total resources required to put those in, involves staffing the
additional five units with sufficient personnel to do the ocean at-
mospheric interaction and it amounts to somewhere in the order of
$2.5 million total resources. As soon as those become available we
will, indeed, expand our ocean services units to include that.

Mr. BREAUX. Thank you, Dr. Friday. Thank you, gentlemen, I
think you are all doing a excellent job at the National Weather
Service.
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Mr. JONES. Mr. Carney?
Mr. CARNEY. Thank you, chairman.
Dr. Friday, does the National Weather Service have any proce-

dures to follow up and check the accuracy of their reporting the
weather after a tragedy like this?

Dr. FRIDAY. The verification of a weather forecast in this particu-
lar instance is not a precise task. In this case, because of the inci-
dent itself and the rapid collection of all of the various reports we
have heard alluded to this morning we have been able to track the
exact wind as you heard from various people testifying this morn-
ing and the exact wave structure as you also heard testified this
morning.

So, in this particular case we have been able to verify the accura-
cy of this forecast very well. In many cases, when we forecast a
storm at sea, unless we have an actual observation platform, a ship
or something in the area, it is difficult to establish an exact verifi-
cation of how well that forecast performed.

Mr. CARNEY. In your statement, you did say that this forecast-
the predictions of the forecast were rather accurate?

Dr. FRIDAY. That is correct. They are accurate from two bases;
the track of the storm, first of all. There is no difficulty in tracking
the direction in which the storm would move. Second, with the
wind and the wave situation our wind forecasts were verified exact-
ly with the reports that we heard from the platforms operating in
the area, both the Ocean Ranger and the other two platforms de-
scribed this morning.

The wave forecast that we provide is general ocean services func-
tion that we are talking about here. They are for open ocean. Now,
this was operating on the Continental Shelf and consequently the
wave heights would be expected to be somewhat higher which ex-
plains our forecast of 30- or 35-foot waves and the observations of
40-foot waves or, even in some cases the extreme wave height of 75
feet.

Mr. CARNEY. OK. So we did go back and we checked with other
platforms and vessels in the area. Now, what I would like to find
out is were there any unusual occurrences, such as a rogue wave,
or something like that. Did you get any information of that type of
unusual current? A high blast wind, a large wave in the timeframe
that we feel the Ranger collapsed?

Dr. FRIDAY. The indications that we have are that the sustained
wind was on the order of 65 or 75 knots. There probably exists with
sustained winds of that nature gusts, perhaps 10 knots higher than
that, not a great deal higher. When you measure an ocean wave
spectra you are measuring, essentially what is referred to as a sig-
nificant wave height. That means, that a third of the waves are
higher than that in actual height or magnitude. A wave distribu-
tion is a statistical phenomenon. There will exist an average wave
height, but there will exist outriders on that that may be anything
from zero to very high which might account-and one of the re-
ports accounts for a wave as high as 75 feet which I have heard in
some of the radio reports or some of the newspaper reports dealing
with this. But, that would be an unusually high wave for a sus-
tained or developed sea with a 40-foot significant wave height.
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Mr. CARNEY. OK. What you are saying then is that there was an
indication that you did have that unusual wave?

Dr. FRIDAY. There was one report that I have read of a wave on
the order of 75 feet.

Dr. FLITTNER. The published reports that we have available to us
are, again, heresay. It is our understanding that the Canadian Gov-
ernment authorities do have wave measurement data near the site
of the incident and those data can be made available through the
Canadian Department of Fisheries and Oceans.

Mr. CARNEY. Does that data show any unusual wave height? Sev-
enty-five foot wave heights?

Dr. FLITTNER. Again, only on brief discussion with the knowl-
edgeable gentleman, yes, these statistics that Dr. Friday has pro-
vided to you are approximately correcL

Mr. CARNEY. And then, the timeliness of that wave that we are
talking about, would that be in and around the area in the point of
time that the accident occurred?

Dr. FRIDAY. As far as we know, that is correct.
Mr. CARNEY. I would like to get on to icing if we could? Have you

any reports of unusually heavy icing on the rigs in that area at
that time?

Dr. FRIDAY. I heard testimony this morning to the fact that that
was the case; there was a fair amount of icing buildup. We did
have air temperature of below freezing. We had water temperature
at 33 degrees. We did indicate light snow or moderate snow in the
area so there was not only the ocean spray collecting on air tem-
peratures, presumably superstructure temperatures below freezing
so one would expect an accumulation of icing on the rig at that
point. You also had some snow falling although we have no indica-
tion of amount or accumulation.

Mr. CARNEY. Is there any way that we could find out amounts,
accumulations,weights of the ice that could have perhaps been on
that rig at the time of the disaster?

Dr. FRIDAY. I do not know, personally, of any way than the hear-
ings going on at the present time in Canada with some of the data
available there.

Mr. CARNEY. The other rig that was in the same approximate
area, it was about nine nautical miles to the north if I am not mis-
taken-northeast-would the weather variation in a 9-mile area
during that type of weather pattern, during that type of storm, be
much different?

Dr. FRIDAY. No, this was a large, well-organized storm and at
those points very close together one would expect approximately
the same conditions. That is the data source that Dr. Flittner was
mentioning when he said we had detailed wave data from one of
the other rigs located in the area so one would expect the same
thing.

Bear in mind that this storm, if it originated in a tropical area
with this same intensity would be labeled a hurricane; it had winds
that strong.

Mr. CARNEY. The point I am trying to bring out is if we could get
an indication of how heavy the ice was on the other rigs, taking
the weather reports that we have, we could assume that the same
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type of accumulation would have occurred on the Ocean Ranger. Is
that correct?

Dr. FRIDAY. I would assume so.
Mr. CARNEY. I have a little red light there so I will have to yield

back to the Chair at this time.
Mr. JONES. Any further comments? Mr. Breaux?
Mr. BREAUX. I would like to conclude, Mr. Chairman, with an ex-

pression of thanks to you for holding this hearing. I feel that it has
been very helpful andthat you correctly pointed out in your open-
ing statement, and I also tried to reiterate the purpose of this hear-
ing was certainly not to preempt the National Transportation
Safety Board or the Coast Guard in their endeavors to determine
the cause of the accident.

Furthermore, I feel that the testimony that we have received
today has been very open and very candid, particularly the testimo-
ny from Mr. Kelly from ODECO who is so closely involved in this
tragic event. I am sure that the committee appreciates that type of
willingness to work with Congress to insure that laws are appropri-
ate in matters such as this.

The testimonies also indicated, at least to this member, that
there are some flaws in the legislation; that there is certainly some
confusion, Mr. Chairman, as to the role of the Coast Guard. I think
that needs to be carefully addressed and that this year will give us
an opportunity to produce some legislative recommendations which
correct the type of problems we have seen today.

Thank you, Mr. Chairman.
Mr. JONES. The Chair recognizes Mr. Carney to close out for the

defense-I mean the majority. [Laughter.]
Mr. CARNEY. Thank you, Mr. Chairman.
I think I would like to echo the same sentiments of my colleague,

Mr. Breaux.
We realize that certainly this is not the forum to try to make a

determination as to the cause of tnis great tragedy but certainly,
on the chairman's initiative, many important things have been
pointed out to us, particularly within the agencies of our Govern-
ment-the Coast Guards have been suffering from financial prob-
lems now and needing the help of the Congress, perhaps, to help
them in that area, and NOAA, the National Weather Service, the
type of weather service it provides.

We are going to have to look at it very carefully. It seems like
catch-22. You have a stationary platform in the ocean. We can pre-
dict rather accurately that large weather problems are heading in
that direction but what do you do? You cannot evacuate. You
cannot move that. vessel out of the way, like a normal vessel could
when you give them their warning.

I think we have to get into an enormous amount of research and
development to find safer ways to protect the men and women who
work those rigs providing us with energy independence and I com-
mend you, Mr. Chairman, for having these hearings in sTch a
timely fashion.

Mr. JONES. Thank you, Mr. Carney.
Dr. Friday, it is nice having you and your colleague here with

this afternoon. We have a Dr. Friday in North Carolina-Dr.
Friday, who is president of the University of North Carolina
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which is now the No. 1-ranked basketball team. As an NC State
man I do not know what possessed me to say that, but I did, with
tongue in cheek.

Seriously, I want to thank all the witnesses here today and the
members of the committee for being so patient. I am confident that
out of this hearing will come something constructive such as
changes in the present laws and regulations; or perhaps, a greater
penalty for failure to have the vessel inspected. Regardless of what
some may think, I do not think that these hearings today have
been wasted time at all. I think it has been very productive, and
with that, I ask your unanimous consent that any member be al-
lowed to submit for the record, written questions for any of our
witnesses. Without objection, so be it ordered.

Mr. JONES. With that, the committee stands adjourned.
[The following was received for the record:]
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ADDITIONAL QUESTIONS OF THE COMMIrrEE AND ANSWERED BY ODECO

(Due to the volume of the manual it has not been reprinted, but will be kept in the
committee's file; and is available to the public)

1. QUESTION:

Will you please submit a copy of the Coast Guard approved operating
manual for the Ocean Ranger?

ANSWER:

Yes, copy enclosed herewith.



2. QUESTION:

Mr. Kelly, you stated that each of the 32 ballast compartments is
separated by an air-operated activator on each butterfly valve. How
does this system work? When power or air pressure is lost are the
valves designed to automatically close?

ANSWER:

The ballast tank remote operated valvPs operate as shown in the
attached diagramatic entitled OCEAN RANGER BALLAST VALVE CONTROL.

Air from the rig service compressors is fed to a volume tank
dedicated to ballast control. (as a back up to this volume tank
other air sources on the rig can be connected including a small
diesel driven air compressor.) An electrical push button switch
energizes a relay which in turn energizes a normally closed 115 volt
AC solenoid. (Both legs of this circuit are fused for overload
protection. Electrical power for stbd. and port are separate and
each have a circuit breaker with switch on the ballast control
console labeled source.) The solenoid operates an air valve which
is normally vented. When activated by the solenoid, air is directed
via a single tube to a pressure opened spring closed actuator fixed
to each ballast tank valve and certain other valves located in the
pontoons. (Aeu'ators have a manual screw which can open the valves
or the actuat 6r can be be removed and valves manually actuated.)

The system is designed for all valves to fail closed by either
turning off AC power or bleeding off air pressure. The valves are
regularly cycled to test for correct time of opening and closing.
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3. QUESTION:

You stated there are failsafe systems to prevent the ballast tanks
from flooding. Will you name and briefly descrioe all the manual
and automated failsafe systems which could have been used to stop
accidental flooding due to a short-circuit in the control room
panel?

ANSWER:

If an assumption is made that electrical faults occurred in the
ballast control console the first action would be to remove power
from the ballast control console. This may be done by pushing the
circuit breaker labeled "Source" on the vertical face of the console
at the extreme Pt. and Stbd. middle of the console (see photo
attached). Should for any reason either of these two circuit
breakers not be useable, the circuit breaker for the feeder line to
the ballast control console is located in the Machinery House Minor
Power Panel and is labeled Ballast Control Console. In the absence
of electrical power to the board, the valves would automatically
close.

With electrical power off at the ballast control console, ballast
valves may be opened by removing the lower console verticle panels
(see photo with one removed), inserting a brass rod into the
solenoid and screwing the brass rod down to open the air valve. A
box is provided inside the console for storing the rods. The
individual valves and solenoids are labeled.

Removal of air actuating pressure could have been done from inside
the console or from outsioe the ballast control room by bleeding
down the air receiver tank shown in diagramatic attached to question
2. With no air pressure, the ballast valves would close.

The above measures may be taken from the ballast control room or
nearby in the upper hull. If it is felt a problem still exists the
manual sea chest valves may be closed and no further water can enter
the hull from outside. This valve is easily accessible in the lower
pump room.

Control room operators are instructed to operate all valves each 24
hour period as called for in the operating booklet, Page K2-3. This
operates each valve in the lower pump room. Should any valve not
function normally it is to be brought to the attention of the Master
and is promptly repaired by the rig mechanic or electrician as is
?ppropriate. The Master is likewise responsible for periodically
checking the operation of these systems. He is licensed by the
USCG.

91-32 0-82-20
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4. QUESTION:

What make and model of covered lifeboats were on the Ocean Ranger?
Please submit a photograph or diagram which shows the covered
lifeboats and the way in which the crew would board the craft with a
brief explanation of the evacuation procedure and launching
procedure involved.

ANSWER:

WC 5800 (Watercraft) Photograph Attached
26' MC/Tank Vessel (Harding) (2) (Descriptive data attached)

The employees are trained and drilled once a week to don their life
jackets and to proceed to their assigned lifeboat. They board the
lifeboat, take their seats, and fasten the life belts. The last man
to board closes the hatches. A designated person operates the
engine and controls.

During drills, the lifeboat launching systems is operated ordinarily
by the rig mechanic or barge engineer, or a person designated on the
station bill. Weather and sea conditions permitting, the lifeboats
were to be lowered into the water. During actual emergencies the
launching system can be activated from within the lifeboat. It
lowers the lifeboat at a rate of 2 feet per second.

The Ranger had aboard a 23 minute instructional video cassette tape
on the Watercraft and a 15 minute cassette on the Sea Jay Elliott
Inflatable Lifecraft. The Harding boats are similar to the
Watercraft and differences were discussed in Safety meetings and
critiques of abandon drills.

The drills and training are in accordance with Title 46 of the Code
of Federal Regulations, Subchapter 1-A-Mobil Offshore Drilling
Units, Part 109, Subpart B.

Section 8 of the Ocean Ranger Emergency Procedures Manual (copy
attached) describes procedures to be followed in lifeboat drills and
in the event of platform abandonment.
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N-5470 ROSENDAL NORWAY

Type of boat

Boat no.

Manufakturedo year

Main dimensions

Cubic feet

Capacity

Marks

Marks placed

Boat made of

Number of buoyancy tanks

Buoyancy tanks capacity

Buoyancy tanks made of

Type of engine

This boat is build to plans

26' MC./tank vessel, Offshore Drilling Rig.

2978

1974

8,00 x 3,00 x:l,20 m. - 20 cubic mtr.

706 (Sterling)

50 persons

Ordinary e,.l

Outside at the '~wI ; . ~ /
G. R. P.

2 - filled with polyurethanfoam

.4.550 liters.

G. R. P.

SABB diesel - type 2GRG. - 22 HP.'- watercooled -
no. 74.68 - Screw 18x15 - Sprinklexpump type: FRAMO

approved by Den Norske Skipskontroll,

and under said Institution's survey and test

c At
Surveyor

-9/ 0.- 62V(/s02)
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SECTION 8 ABANDON PLATFORM:

8.1 ALARM .• . -

8.1.1 Alarm indicating-a possible' Abandon Platform situation is given -
by continuous sounding of the General Alarm. Locations of General'-
Alarm Button are indicated on the Fire Appliance Plan located in
the Main Accommodation Passageway.

8.2 ABANDON PLATFORM DRILLS

8.2.1 Abandon Platform drill shall be conducted not less than once a
week.

8.2.2 All p*r-sonnel are torespond -to Abandon'Platform Drills'.

8.2.3 The Station Bill indicates where each man shall go and the duti c
' he shall perform. Life-Jackets shall be put on.

8.2.4 The Stand-by boat shall be advised and will proceed to the immediate
" . vicinity of the rig prepared to give assistance..• _:°-. ::....., ..........................-.'". .-. "

Z8:2.5 At each drill,. one survival -craft will "be 'prepared for lowering,
. the engine started and.all systems checked. . .

8.2,6 At-each-drill the portable distress-transmitter is to be tested-_
and -pesonnel-to be ihstructed-in7 its use.=_j,-

8.2.7 Personnel are to be insti-ucted in'evacuation-by-helicopterinelud.ing
the use-of. the helicopter..vinch-boist.and harness.

8.3 LIFE SAVING EQUIPMENT

8.3.1 Location of appliances is indicated on the Safety Plan.

8.3.2.. All personnel will familiarize themselves with the location and
operation -of Life Saving Equipment.

8.3.3 Barge Captain will ensure that personnel in charge of Survival Craft,
Rescue-Craft and Liferafts are familiarvwith..the operations.of- the
equipment.

8.3.4 Survival Craft will 'e lowered in davits and recovered during-suitable
weather and all systems checked for correct operation at least once in
every eight -eek-periiod.-- Such-checks shall- be recorded in:thc
Ocean Ranger's Log Book.
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8.3.5 Access to all Life Saving Equipment shall be kept clear of
obstructions at all times.
S -: . . .- = _ .: . - ' - . - .. . .-..

8.3.6 The 'arge Captain will ensure that' all personnel lifesaving.I equipment. lifebelts, flares., rockets and other'equipment are
in their allocated -place and'in good condition, within date' -
limits where'applicable; at least every eight weeks. Such
inspections shall be recorded in Ocean Ranger's Log-Book.

8.4 ACTION IN EVENT OF PLATFORM ABANDONMENT.

8.4.1 The decision to prepare for platform abandonment shall be made
'bythe Odeco's Toolpusher. -

8.4,.2;. The Abandon Platform Alarm shall be sounded by Odeco's 4 oolp'sher
" -- : ' , or by a'person directly instructed be -the Manager "to iound the',.

alarm.

8.4.3 "All persons will assemble with their life jackets on at appointed
. -stations.--.'armest possible clothing should :be worn..... ~~~ ~~.-. .. ......-...-.-. ;.. ....... ..... . . .. ... -- ' • . I'-. . - .. '

8.4. 4'- .T he Radio-Operator-will-advise.:Stand-by "Boat and the Air Sea
- .... ,Rescue ervces,and such otherservices'ss designated-In.- 7,,, ."

-Coverrnmenta6L or0pertorinstructions of_'he possibility-of-Plat-,
form Abandonment,.giving Name of Ins'tillation, Position, Weather
conditions -=and -eason-_for -planned.-abandonment.. _. .

8.4.r-5 ' -Odeco.s Toolpusher wVill-decide -if.-cbruplete '"or partial-evacuLion..Z.-.
leaving-skeletoh 'rew-i's 'to-be-carriled -but-end -iillaievll-s,--
parties via -.the-TubIic address-system. --

8.4;6 ' ;-In the .event-g:of complete abandonmentiAe s istaht:Toolpusher -wil I-
-ensure'--that-tbe -wel l- is- secured -.-Rig 4echan- .c-wl 1l-nsu're --that -':-:
..all I'as in- pwer- plant .are-shut 7dowdi -and emergency -systems are --
functioning-on the batteries. -Rig Electrician will assist Rig
Mechanic,-and will-ensure obstruction lights are functioning...
correctly.:- Control Room Operator -wilV-ensure-all ballast--and.--
-sea inlet valves-are .closed;--he wi-llalsocensure-all W.T..doors.-.
are closed.

8.4.7 . Radio Operator,.,in the event of complete abandonment-zvill transmit-
May Day signal-and -before leaving, his -post--will. activiate the - -
emergency automatic distress signal transmitter- -He will carry the
Portable ,Distress. Transmitter with-.biw-to.his survival-craft,., ,



310

8.4.8 Survival Craft will not be lowered to water until all personnel
- scheduled for that Craft have been -accounted-for by Person in

8.4.9 After evacuation of the rig, survival craft should be driven clear
of any hazard 'and preferably proceed 'to-the Stand-by Boat," or, if
this is not possible'due to prevailing conditions, attempt to remain
grouped together as near the location as possible..*

8.4.10 If, for some reason, a survival craft cannot be used, recourse must
be made to-the inflatable liferafts. All personnel having to leave
the rig should ensure that a liferaft is available in the water,
inflated. for them to reach and board.

8 4 -1 1 "_3 n the eveht of evacuation of part of the crew by inflatable
"" liferaft' th other" survival t shall endeavour to collect the

inflatable-craft and pickup urvivors n water wherever they."..
do not risk placing themselves into a dangerous situation.

8 .4.12.- -"Stand-by-B6at will endeavour..to recover-survivors and will beep shore
-based authorities'and other-vessels in area advised-of situations '.
and.will call-for assistance 'as necessary.z; . " -
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5. QUESTION:

Why do some of your vessels have life capsules and others have
covered lifeboats? How is this decision made?

ANSWER:

The decision on utilization of lifeboats or capsules is sometimes
mandated by the space available for installation. Capsules
generally take up less deck space. Since the loss of the Ocean
Express in April, 1976 the Company has utilized the covered
lifeboats in instances where other factors did not dictate the use
of capsules.
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6. QUESTION:

Did the Coast Guard ever require you to have 200% of the manning
level for lifeboats on the Ocean Ranger? If so, when were you
notified? How long were you given to comply? What was the
percentage of lifeboat manning capability on the Ocean Ranger at the
time it sank?

ANSWER:

At the time of issuance of the U.S. Coast Guard Certificate of
Inspection in December, 1979, the Ocean Ranger was approved for
U.S. Flag with the lifesaving equipment then on board which included
100% lifeboat capacity and 200% inflatable liferaft capacity.

By letter dated 18 December, 1979 the Coast Guard advised that prior
to the issuance of the next Certificate of Inspecton, the Company
must "comply with 46 CFR 108.506 davit launched liferafts or
acceptable substitute". There was never a requirement that the
Ocean Ranger have 200% lifeboat capacity even though Odeco chose to
and was in the process of providing same.

At the time of the sinking of the Ocean Ranger, in addition to the
inflatable liferafts on board, there were two (2) 50 man lifeboats
and one (1) 58 man lifeboat installed (194% of the people on board
the rig). The remaining 58 man lifeboat was on deck but had not yet
been mounted in the davits because weather conditions had precluded
lowering the lifeboat into the water, a procedure required for final
installation.
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7. QUESTION:

We understand you are in the process of designing and building the
Ocean Ranger II and Ocean Ranger III. In light of this accident,
what modifications are you going to make?

ANSWER:

The Ocean Ranger was designed in 1973. The construction contract
was signed 15th. November, 1973 and the rig started operations in
July 1976.

The design of the Sumitomo Hull 1103, named the Ocean Odyssey, which
you refer to as Ocean Ranger II was based on a design which was
developed in 1977 jointly by Odeco and Mitsubishi Heavy Industries
but substantially modified by Odeco. The design, completed in 1980,
is smaller than the Ocean Ranger dimensionally and in steel weight
but has a greater total displacement than the Ocean Ranger.

The Scott-Lithgow Hull 2002 which you refer to as the Ocean Ranger
III is a totally different design, larger than the Ocean Odyssey and
includes dynamic positioning capability and other features not found
on the Ocean Ranger.

As a result of the Ocean Ranger accident, Odeco has changed only one
area of the rigs under construction at this point in time. The
ballast control room has been moved from the top level of the
forward stbd. column to be a part of the pilot house complex at the
upper level of the quarters. This will move the control room a few
feet higher from wave action. This action is taken with some
compromise as control room operators will be unable to sight work
boats as they load or off load, visually watch overboard discharge
of ballast pumps, sight under rig pollutions should a spill occur,
and visually monitor the marine riser, guide lines, droop hoses, BOP
control hoses, etc. which could be accomplished from the column
located ballast control room.

When the investigations presently underway by U.S. and Canadian
governmental agencies are concluded, the results may prompt further
modifications.
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8. QUESTION:

Is the Ocean Ranger going to be raised? When will this decision be
made? By whom?

ANSWER:

Canadian authorities have ordered that all parties and mariners,
including Odeco, are to stay a minimum of 1/2 mile away from the
Ocean Ranger.

The same authorities, however, are planning diving inspections of
the sunken rig after which decisions will likely be made concerning
its disDosition.

9. QUESTION:

How are employees
marine safety and
available for all

and rig personnel notified and informed about
evacuation procedures? Are manuals readily
personnel?

ANSWER:

See answer to Question #4. In addition, all ODECO rigs carry a
trained Industrial Relations Representative or safety engineer who
is also trained in emergency first aid procedures. His main duty on
board is to ensure that at all times safe working conditions and
practices are followed in all facets of the day to day operation of
the vessel.

The IRR is also required to conduct at least one safety meeting
every week. Weekly fire and abandon drills are held. A common
safety meeting topic is a critique of the most recent drills.

Safety manuals and training films are readily available to all
personnel.
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10. QUESTION:

What are the safety qualifications required for the various types of
personnel employed on a drilling unit?
What safety training do these personnel receive?
How often does each person actually operate fire and other emergency
equipment such as lifeboats?

ANSWER:

Every toolpusher, driller, derrickman, and floorhand is required to
have well control training, which, on all levels, emphasizes
vigilance, early detection, prompt and proper containment of all
potentially dangerous well kicks.

The company encourages all roustabouts, floorhands, derrickmen, and
drillers to participate in its employee development program. There
are three advancement levels in all job categories so that a
roustabout, for example, by completing the training, can become
promotable to the next job level. This program emphasizes safety in
its content and administration; before the promotion and certificate
of achievement is granted, the IRR must certify that he has
personally observed the employee demostrating safe attitudes,
habits, and practices on the job, and the line supervisor must
certify that the employee understands and can perform the tasks
required for the job. In addition, see the information provided in
question 4 above.

Safety training for roustabouts includes: Firefighting stations and
responsibilities, emergency evacuation procedures, use of personal
protective equipment, basic firefighting, safe lifting, safe crane
operatons in handling cargo and personnel, safe handling and storage
of flammables and combustibles, maintenance of firefighting
equipment, and emergency crane signals.

Safety training for floorhands includes: Firefighting, rig
evacuation procedures, emergency shutdown procedures, safe use of
drill pipe tongs, well control, first-aid, and safety inspections of
the drill floor and equipment.

97-392 0-82--21
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10. Continued

Safety training for derrickmen includes: Accident prevention in the
derrick, on the derrick floor, and with auxiliary equipment, safe
drilling operations, well control, and safe rigging procedures.

Drillers are trained in well control, safe drilling procedures, and
firefighting.

Crane Operators-are required to be trained according API RP 2D:
"API Recommended Practice for Operation and Maintenance of Offshore
Cranes".

Industrial Relations Representatives assigned to each rig (one
aboard at all times) are responsible for safety instruction and
training of rig personnel. The IRR conducts and records safety
inspections and provides instruction in first-aid and safe
practices, provides training materials for on-the job study programs
including manuals and video tapes, and coordinates verification of
course completions.

The IRR qualifications include successful completion of five weeks
of classroom and four weeks of on-the-job training prior to
assignment aboard a rig as an IRR trainee. Following completion of
a minimum of six months of rig experience as a trainee, and subject
to demonstrating ability to perform the IRR functions, the
individual is promoted to the position of Industrial Relations
Representative. During the prescribed training program, the
individual receives training in First Aid, including C.P.R., the use
of Lyport and other life-saving equipment, handling of various types
of trauma, and proper use of life-saving equipment aboard the rig.
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11. QUESTION:

What training does the individual who mans the ballast control
console receive? Is it classroom training or on-the-job?
What latitude does this individual have in controlling the stability
of the vessel when not under direct supervision of the master?
Is he trained to compensate in the stability calculations for
accumulated ice and snow?
Please submit a copy of your training manual for this individual.

ANSWER:

The training of the ballast control room operator is primarily on
the job training by the senior control room operator and barge
master. The new operator understudies the operator and gradually
assumes responsibility for operational trimming of the rig as his
knowledge and expertise increases with experience. A copy of the
stability and operations manual is kept in the control room, which
cortajns instructions for calculating the stability of the rig plus
detailed procedures for deballasting and ballasting the rig from
working draft to transit draft and vice versa. During the
deballasting/ballasting to change draft substantially, the control
room is under direct supervision of the master throughout the entire
operation.

During normal operation of the rig the control room operator trims
the rig as required to maintain draft and trim without supervision
once the master and senior control room operator are confident in
his ability and experience. Should any difficulty or problem arise
during normal operation of the control room the ballast-control
panel is shut down and the master and senior control room operator
are called.

It is the responsibility of the master and/or senior control room
operator to compensate in the stability calculations for ice and
snow.

There is no training manual specifically for the control room except
for the copy of the operations manual which is continuously
available in the control room.
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12. QUESTION:

Please submit a list of any modifications or additions of large
equipment to the Ocean Ranger and the resulting increase in weight
-ince it was built.
The ABS testified the Ocean Ranger had a live deckload of 4,000
L.T. Has this changed at all since the vessel was constructed?
What was the live deckload when the Ocean Ranger was constructed?

After consideration for pipe and other equipment, what was the
available live deckload at the time of the accident?

ANSWER:

Weight additions to the Ocean Ranger since it was built consist of
new anchor winches and controls less deletion of original winches
and controls for a net increase of 374 L.T. This weight is
accounted for in the operating booklet approved by the USCG 6th.
January, 1981 and transmitted to you under question 1.

Two lifeboat platforms and two life boats were added-for 30 L.T.
plus a store fitted midship stdb. upper hull of about 5 L.T. which
are the only additions made to the rig after approval of the
operating booklet.

The "live deckload" of 4,000 L.T. was a total estimate of
nonlightship items (i.e. deadweight) to be used in conjunction-with
the lightship weight estimate at the time of the structural analysis
to confirm adequacy of the structure. Such a number would therefore
be considered satisfactory for structural purposes provided the
actual "live deckload" plus any actual increase in the lightweight
in the upper hull area over and above that estimate did not exceed
the 4,000 L.T. used in the structural analysis. This weight,
incidentally, includes bulk powdered materials (barite, bentonite or
cement) carried in "pods" within the supporting intermediate columns
and also includes the pipe carried on deck.

Approximate maximum live deckload allowable (depending upon
distribution and position of center of gravity) was about 3252 L.T.
at a maximum loadline draft of 80 feet.

Actual live deck load by morning report of 14 February, 1982 was
stated to be 2464 LT. However, the drill string was later hung off
in the well. Additionally, the mud riser was disconnected and the
riser tensioner was released from the wellhead. These three items
would reduce the live deck load to about 2282 LT.
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13. QUESTION:

A June 1978 Coast Guard Marine Board of Investigation report on the
drowning of 13 crewmen on the ODECO drill rig the Ocean Express
concludes:

"The owner, ODECO, INC., who had primary responsibility for the
training of the crew and safety of other persons on the Ocean
Express, such as subcontractors and visitors did not provide a
sufficient level of training or indoctrination." "Training and use
of lifesaving appliances and equipment were inadequate. This
resulted in the crew being unfamiliar with the operation of
lifesaving equipment, emergency procedures, and a lack of knowledge
as to the availability of certain emergency equipment within the
capsule."

What have you done since this accident to correct these problems,
and to insure that all individuals are adequately trained in
emergency procedures and that the drills are properly followed?

ANSWER:

Since the Ocean Express, and prior to the issuance of the report to
which you refer, the Company has initiated a comprehensive Safety
and Training Program which includes the IRR's described below and in
answers 4 and 10 above. The Odeco program was the pioneer program
in the industry and has been widely copied since it was instituted.
The magnitude of our Company's commitment to this program is
evidenced by the fact that the total cost for 1981 in this area
exceeded $3,200,000 and the budgeted expenditure for 1982 is
approximately $6,000,000.

An integral part of the Safety Program is the position of Industrial
Relations Representative. One IRR is assigned to be aboard every
rig at all times. The IRR trains rig employees in proper boarding
procedures and launch and operational procedures of survival craft.
He shows the location of emergency equipment and supplies within the
capsule. He points out the location and demonstrates the proper use
of lifesaving clothing and equipment.

The IRR meets all new arrivals to the rig. He explains the station
bill to them, including fire alarms and abandon alarms, and explains
the individual assignments during emergencies. He escorts these
personnel to-the lifeboats and explains proper boarding procedures,
and points out the locations of emergency equipment and supplies.

Fire and abandon drills are conducted weekly and attendance is
mandatory.
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14. QUESTION:

If the ballast tanks on the Ocean Ranger flooded completely, but the
water-tight compartments were closed, could the Ocean Ranger float?

ANSWER:

If all the ballast tanks on the Ocean Ranger were flooded and with
other compartments remaining in their condition reported as existing
on February 14, 1982, the unit would immerse to the openings in the
forward chain lockers. These had no means of closure and would be
assumed to fill. Under such progressive flooding, the unit could
theoretically achieve substantial positive stability, but the
vulnerability of forward end closures to wave action and the
possibility of wave action eventually downflooding other openings,
is high. Therefore we believe the unit would not continue to float
indefinitely in this situation.
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ADDITIONAL QUESTIONS OF THE COMMITTEE AND ANSWERED BY
AMERICAN BUREAU OF SHIPPING

Question 1: Would you please explain what the Norwegian government is doing in an

attempt to make their offshore drilling operations safer since the sinking of the semi-

submersible platform the Alexander Kielland in 1980?

Answer: Near the end of August 1980 as a consequence of a visit by ABS staff to the

Norwegian Maritime Directorate (NMD), we were advised that NMD would

require all existing mobile offshore drilling units working at that time in

Norwegian waters or holding NMD certification to undergo an extensive

nondestructive inspection of all critical joints. This inspection was required to
be done as soon as possible and in calm waters in accordance with an approved

proposal submitted by the Owners to the Classification Society and to the NMD.

Those required inspections have, to the best of our knowledge, all been carried

out. Additionally NMD required all units to be reinclined at the time of the

survey. Subsequently, the Norwegian Maritime Directorate (NMD) has advised

the Bureau that they (NMD) will require every new and existing unit wishing to

enter Norwegian waters to have adequate structural redundancy. This advice

was received from representatives of NMD in May 1981. At the present ABS is

unaware of such requirement being contained in any published NMD regulation

for certification of mobile drilling platforms. However, on the basis of the

above mentioned discussion, ABS is now requiring thE submittal of structural

redundancy calculations in connection with ABS' review of a mobile offshore

drilling unit (MODU) for NMD certification.

With regard to the NMD requirements for reserve buoyance for semi-submersible

drilling units, a copy of the current NMD regulations (Section 6, Sub-Section 11)

is attached.

page 1
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Stability

S1. S.>ecxlil R, qir 'nt- fr rcs:r,e buoyancy for semi-suber:;ible drillinci

11. The drilling platforns is to be provided with means of buoyancy

in the deck structure sufficient to remain afloat in a manner

described in 11.2, after the loss of buoyancy equivalent to the

volumoc of the w:holu - or a major part of any - one column. The

loss of buoyancy is assuned to occur when the platform is at the

maximum operating draught and with the maximum allowable XG. The

buoyancy volume which shall be regarded as being lost will in

each individual case be determined by the Maritime Directorate

based on the structural design, internal watertight integrity,

pipe systems and the significance thereof to the ability of the

drilling platform to survive.

11.2. After the loss of buoyancy as described under 11. 1 the drilling

platform shall satisfy the following criteria:

1 1.2. 1. Not taking any effect of wind and waves into account, the

waterline in the final condition of equilibrium shall be

at least 0.6 metres below the lower edge of any opening

through %,ich progressive flooding may take place. With

the exception of remotely controlled watertight doors,

all doors located lower do.-n than 0.6 metres from said

waterline shall be regarded as resulting in pcogrersive

flooding. Hatches and doors (emergency exits) which are

very rarely used may be given special consideration. Air

pipes with automatic closing arranger.ient and side scutt-

les/windows of the non-opening type may be submerged.

11.2.2. The angle of heel shall not exceed 350 in any direction.

11.2.3. The GZ-curve in the damaged condition shall have a posi-

tive extent of at least 200 beyond equilibrium together

with maximum GZ-value of at least 1.0 metres.

11.2.4. Watertight integrity and strength of main structural mem-

bers, watertight bulkheads and the deck structure are

subject to special approval by the Maritime Directorate.
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Question 2: What structural strength standards must a porthole glass and frame meet? Do

you conduct tests on porthole glass strength?

Answer: Our Rules as contained in paragraph 20.7 require that portlights to spaces below

the freeboard deck or to spaces within enclosed superstructures are to be fitted
with efficient inside deadlights arranged so that portlights can be effectively

closed and secured watertight and they are to have strong frames (other than

cast iron).

The portlights in the Ocean Ranger ballast pump room were built in accordance

with the 3IS Standard F2401-1968 and were fitted with toughened glass of 3IS

Standard F2410-1955. They were of the non-opening type and were fitted with a
deadlight cover secured by four (4) dogs.

The JIS Standard requires tests to be conducted in order to determine that the

porthole glass will withstand the impact of a steel ball of a specified weight
dropped from a given distance which distance depends on the thickness of the
glass. The inside deadlight permits the crew to make the closure watertight by

securing the deadlight over the glass and the watertightness is not dependent on

the glass portlight.

Question 3: The Ocean Ranger and the rigs in the area were icing heavily. If the Ocean

Ranger was covered with 2 inches of ice, it has been estimated that it would add at least

500 tons to the vessel's weight. Recognizing it is dependent upon the vessels remaining "live

deckload" constraints, how can ice affect the center of gravity and stability of a vessel like

the Ocean Ranger?

-Does this decrease the 18 degrees angle at which there is no way the rig can right itself?

Answer: Assuming a maximum "live deckload", if the exposed horizontal topside areas of

the Ocean Ranger were covered with 2 inches of ice, ABS' estimates indicate

that about 232 L. tons of weight would be added to the unit.

page 2
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If 500 L. tons of ice were added to the topsides of the Ocean Ranger, it would

increase the unit's draft by approximately 33.75 inches and raise its center of

gravity approximately 15 inches. When operating at the maximum draft of 80.0

feet the approximate effect of this increase in the vertical center of gravity

would be to increase the unit's angle of equilibrium if there was a 100 knot wind

force from approximately 9.50 to 10.90. The positive GM (metacentric height)

with the foregoing mentioned conditions is approximately 5 ft.

We are not aware of "an 18 degree angle at which there is no way the rig can

right itself".

Question 4: 13.3.2 in your rules requires that a valve must be able to be manually closed or

automatically close in the event of a power failure. How difficult is it to reach and close

the manual control valve of the Ocean Ranger in a flooding and listing situation?

Answer: For the Ocean Ranger the control system for the ballast valves was arranged so

that the valves would automatically close shut when actuating power was lost,

therefore, manual control would not have been required. Manual control was

provided, however, at the site of the valves which is in the pump rooms in the

lower hulls. There was an elevator in each column which ran from the 96' level

to the .pump rooms. In addition a vertical access ladder was fitted in the

elevator trunk for use if the elevator was not functioning.

Question 5: If the ballast tanks on the Ocean Ranger are flooded, but the upper portion of

the structure is watertight, will the vessel remain afloat? Under what conditions?

Answer: Assuming full operating and the given live deck loads in the 80' draft operating

condition, thereI is 7500 L. tons capacity of unballasted, ballast tanks. If all

ballast tanks were filled, the vessel would be afloat with the draft increased to

approximately 131.9 ft. with the underside of the upper hull immersed 1.89 feet.
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Assuming an even keel condition, at this draft there would be a freeboard of

about 19.6' to the top of the column . With thisdraft, (131.9'), the top of the

column would be submerged at a listing angle of 6.50 or more. Due to the
lowering of the Center of Gravity by the additional ballast, a 100 kt wind would

cause the unit to list less than 1.5 degrees.

Question 6: What services do you perform for Great Britain relating to monitoring of

equipment placed on offshore rigs? What is their rational for this requirement?

Answer: For Great Britain when ABS is the Certifying Authority for issuance of the DEN

Certificate of Fitness, per "Offshore Installations Guidance- on Design and

Construction" - Dept. of Energy, the following is specified:

"1.5 Owner's responsibility

Responsibility for applying for a Certificate of Fitness for an offshore installation that is to
be established or maintained in waters about the UK, and for ensuring the continued validity
of that certificate, rests with the owners of the installation. Application should be made in
the form specified in the Construction and Survey Regulations and may be addressed to any

one of the six organisations listed in 1.2 above, at the owner's discretion.

The owner is responsible for providing, or causing to be provided, all technical
information necessary to enable the certifying authority to make a comprehensive and

independent assessment of the design; for providing continuous access and all facilities
required by the certifying authority during construction; and for providing access and any

specialist assistance required, and full access to logs and records, during subsequent surveys.
The owner has a statutory responsibility for the sound design, proper construction and

effective maintenance of his installation, including adequate supervision and inspection

necessary to achieve these ends, but a valid Certificate of Fitness is evidence that an
independent and responsible organisation believes the owner to have honoured his statutory

obligations.

Experience gained since the certification scheme began shows it is to the advantage of

all concerned to appoint the certifying authority as early as possible. Sound procedures
established during the early stages make for smooth running during subsequent overlapping

stages of design and construction.
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1.6 Responsibility of the Certifying Authority

The primary responsibility of the certifying authority is to be satisfied that the measures

taken by the owner to comply with his statutory obligatiorks are adequate and effective and,

when so satisfied, to issue a Certificate of Fitness."

"Part I] Section 8 of the "Offshore Installations Guidance on Design and Construction"

SECTION 8 EQUIPMENT

Summary

This section applies to all fixed equipment installed or erected on an offshore installation,

whether initially or at a subsequent date. Equipment is to be considered in respect of its

relationship to the safety of the structure and the safety and health of those on board.

General requirements are given relating to all such equipment, and specific functional

requirements for ballasting, bilge pumping, dynamic positioning, mooring, elevating,

ventilation, heating and cooling, lighting and emergency power supply. The requirements of

Section 8 are supplemented by Part ill and Part IV of this publication.

8.1 General requirements

8.1.1 STANDARDS

All equipment (other than one-off items) whether installed initially or at a subsequent date

should be manufactured to a relevant standard, code or specification and written confirma-

tion of this together with appropriate test certificates should be obtained from the

manufacturer. Detailed requirements for electrical equipment and for mechanical equip-

ment are contained in Parts III and IV respectively. Further detailed guidance on equipment

will be issued by the Department as necessary.

8.1.2 SUITABILITY AND SAFETY IN OPERATION

All equipment should be suitable for its intended purpose. Where relevant, equipment should

be designed having regard to its intended use with or near other equipment and for its safe

use under all known operating conditions, including overload if anticipated. Where relevant,

equipment should have efficient control systems, guard, fences and shields.
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8.1.3 LOCATION OF EQUIPMENT

Equipment should be located with safety in view: any equipment located in hazardous areas

should be suitably protected for installation in such areas.

8.1.4 ACCESS TO EQUIPMENT

People should have safe means of access to and egress from places where they will live and

work. If these places are potentially dangerous, suitable protection or working cabins should

be provided.

8.1.5 INSTALLING OF EQUIPMENT

8.1.5.1 Individual items

It is essential that each item of equipment should be installed properly. Particular

consideration should be given to the effectiveness of mountings for cranes, fixed lifting

appliances and derricks (including any drilling derrick); to the safe fixing of air intakes and

exhausts of engines and compressors; to the safe placing of equipment in relation to the

electrical system; to the segregation of piping systems, particularly pressure systems; to the

inclusion of master controls for stopping machinery, for shutting off fuel supplies and for

closing combustion spaces.

Consideration should also be given to the safe installation of electrical apparatus and

conductors including the supply system, plant, machines and fittings.

8.1.5.2 Items taken together

The installation and disposition of each item of equipment should also be considered in

relation to other items so as to reduce to a minimum any potential danger to the installation

and the people thereon. The whole of the equipment should be safely designed, constructed

and installed."

Question 7: When was the last time a surveyor conducted a thorough examination of the

inside of the Ocean Ranger's ballast tanks? Do your rules specify how often a surveyor mu.t

examine these tanks?

Answer: The last ballast tank examinations by an ABS Surveyor were reported on 5 July

1979.
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The 1980 MODU Rules Section 16 requires examination of ballast tanks on

column stabilized drilling units at the time of the Special Periodical Survey of

Hull. In addition approximately two (2) years after the Special Survey No. 2

(after approximately 10 years of age) and at each subsequent Special Survey

lower hull ballast tanks (representative) should be examined.
/

Question 8: What manual and automated failsafe systems do you require on semi-

submersible platforms such as the Ocean Ranger to prevent accidental flooding of ballast

compartments?

Answer: The Rules require that the valves be capable of being operated manually or that

the control system be designed so that the valves close automatically shut when

actuating power is lost.

Question 9: Are there any rules which would prevent electrical equipment from being

located near a structure, such as porthole, on a vessel like the Ocean Ranger?

Answer: 39.9.4 of the Rules for Building and Classing Steel Vessels requires certain

electrical equipment housing to be watertight. Equipment however, located

inside the house, near a porthole would not be considered to be exposed to the

weather, seas, splashing or other severe moisture condition. We would expect

the porthole to be closed and its metal deadlight cover to be secured when such

conditions were experienced - on the Ocean Ranger the portlights in the column

were of the non-opening permanently sealed type.
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ADDITIONAL QUESTIONS OF THE COMMITTEE AND ANSWERED BY THE U.S. CoAST GUARD

INSPECTIONS

1. Question. Admiral Lusk, you stated that it was your personal view that

the underwater inspections are not as good as drydock inspections. Why

aren't they as_ good?

Answer. While the information gained from conducting an underwater

examination can be very valuable in determining the condition of the

underwater body of a vessel if done properly, it is still not as good as a

drydock examination. In a drydock, a vessel can be more throughly

examined. The inspector does not have to rely on divers as his eyes and

ears. Major defects and damages can be found but the third dimension is

lacking on the TV monitors the inspector is relying on during an underwater

examination. This can result in defects such as deep cavitation and weld

cracks being missed. In a drydock, there is no problem with visibility

(water clarity during underwater exams) or examining all sea valves, stern

tubes, tailshafts, or rudders which can present a problem during underwater

examinations.
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2. QUESTION. Is there any drydock in the U.S. large enough to inspect the

Ocean Ranger? How many U.S. flag drilling platforms cannot fit-into a U.S.

drycock for inspection? What drydocks are there in the U.S. that can hold a

semi-submersible platform?

AhSWER. Drydocks are constructed for "ship-shape" vessels as opposed to_

vessels as wide as semi-submersible Mobile Offshore Drilling Units (MODU's).

As a result, there are no U.S. drydocks that are large (wide) enough to

accommodate a MODU the size of the OCEAN RANGER. Eighteen of the 38 U.S. flag

semi-submersible MODUs will not fit into any U.S. drydocks. There are four

arydocks in the U.S. capable of accommodating a semi-submersible MODU. Of

these four drydocks, three can accommodate a total of three of the 38 U.S.

-flag semi-submersible hODUs. The fourth dryd6ck is capable of accommodating

20 of the 38 semi-submersible MODUs.

The above figures relate strictly to sizes of drydocks and MODUs. The

main problems in drydocking MODUs involve (1) the-time and expense of pulling

a MODU off station; (2) the time and cost of transporting a MODU from station

to drydock and back to station at less than 5 knots towing speed; (3) the lack

of suitable drydock facilities and the scheduling of same; and (4) logistics

problems in some cases of transferring a vessel the width and height of a MODU

through bridges and channels to a drydock site.
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3. QUESTION. Are there any regulations which would prevent electrical

equipment from being located near a structure, such as a porthole, on a vessel

like the Ocean Ranger?

ANSWER. No. 46 CFR 111.05-15(b) requires that all electrical equipment

exposed to the weather or located in spaces where they would be exposed to

seas, splashing or other severe moisture condition, be of the watertight type

or be protected by means of watertight enclosures. An inside location near a

porthole would not require watertight equipment.

The defini-tion of watertight is found in 46 CFR 110.15-65(d). Watertight

equipment means enclosed equipment so constructed that a stream of water from

a hose (not less than one inch in diameter) under a head of about 35 feet from

a distance of about 10 feet, and for a period of five minutes, can be sprayed

on the apparatus without leakage. The hose nozzle should be adjusted to give

a solid stream at the enclosure.

97-M9 0-82-22
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4. QUESTION. What manual and automated failsafe systems do you require on

semi-submersibl platforms such as the OCEAN RANGER to prevent accidental

flooding of ballast compartments?

Do you require the company to periodically test these systems and run

drills to insure that personnel are adequately trained in backup system

operations? If not, why not?

ANSWER. (4.a.) Nc failsafe systems are required although an operating

manual is required and must be approved by the Coast Guard. This manual

contains information pertaining to the stability requirements, limitations of

operation for each operating mode, and general guidance and precautions

regarding unintentional flooding for each particular unit (46 CER 109.121).

(4.b.) No periodic tests are required but the master or the person in

charge is required to ensure that the provisions of the Certificate of

Inspection are adhered to. The master or person in charge must also be fully

cognizant of the provisions of the operating manual (46 CFR 109.109).



333

5. QUESTION. When was the last time an inspector conducted a thorough

examination of the inside of the Ocean Ranger's ballast tanks? Do your

regulations specify how often an inspector must examine these tanks?

ANSWER. (5.a.) The OCEAN RANGER was given an underwater examination in

lieu of drydocking in April 1980. The ballast tanks would normally be

included in this examination. However, the extent of the hull inspections of

this unit is a matter being investigated by the Marine Board of*'Investigation

and it's findings in this matter will be forwarded to you when they are

available.

(5.b.) U.S. Coast Guard regulations do not specify how often the ballast

tanks of a vessel similar to the OCEAN RANGER must be inspected. Coast Guard

inspectors are not precluded from inspecting these tanks during routine

inspection and for certain inspections as discussed in (Sa) above.
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6. QUESTION. Does 46 U.S.C. 391(b) require the Coast Guard to take the

active step of inspecting a vessel like the Ocean Ranger at least once every

two years? If not, why not?

Does a mid-term inspection under 46 CFR 107.269 fulfill tbis requirement?

ANSWER. Under 46 USC 391(b), the Coast Guard is required to inspect the

hull of each steam vessel at least once every twio years. However, "no vessel

required to be inspected under the provisions of title 52 of the Revised

Statutes shall be navigated without having on board an unexpired" certificate

as set forth in 46 USC 399. The onus is on the owner to ensure that a vessel

has a valid Certificate of Inspection as evidenced by the $500.00 penalty for

failure to do so (46 USC 497).

Due to budgetary and manpower constraints, mid-term inspections

(reinspections) have been discontinued on Mobile Offshore Drilling Units

(MODUs) as well as other vessels that are not required by law or treaty to

have annual inspections. Although mid-period inspections on MODUs have been

eliminated, MODUs operating on the U.S. Outer Continental Shelf (OCS) are

required to have on-site annual inspections under the Outer Continental Shelf

Lands Act Amendments of 1978. Therefore, MODUs operating outside the U.S.

OCS, cargo vessels and certain other vessels will be inspected every two years

instead of annually. In answer to your specific questions, mid-periods do not

satisfy the requirement for a biennial inspection because a mid-period is more

limited in scope than a biennial inspection. A mid-period is conducted

approximately one year after the issuance of a two-year Certificate of

Inspection (COI). Therefore, a full inspection must be conducted and a new

COI issued every two years.
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7. QUESTION. Do you have the authority to require a vessel owner, operator,

or agent, to suspend all operations and proceed to a port for inspection if

their Certificate of Inspection expires? If so, where is this authority

granted?

Under what conditions should a penalty like this be imposed? Do you think

it provides more of an incentive to maintain a current Certificate of

Inspection than a $500 fine?

ANSWER. Under 33 CFR 6.04-8, the Coast Guard Captain of the Port (COTP)

may "take full or partial possession or control of any vessel or any part

thereof within" the territorial waters of the U.S. under his jurisdiction.

This action may be taken whenever it appears to the COTP that it is necessary

in order to prevent damage or injury "or to secure the obligations of the

United States. On the U.S. Outer Continental Shelf (OCS), the Minerals

Management Service 'formerly U.S. Geological Survey) may require suspension of

drilling operations if there is a threat to life, property or the environment."

However, vessels working outside U.S. territorial waters and not on the

U.S. OCS cannot be required to suspend operations or return to port when the

Certificate of Inspection (COI) expires. The vessel is in violation of the

law and the owners are subject to penalty as set forth in 46, USC 399

($500.00). Furthermore, Suspension and Revocation Proceedings can be

initiated against personnel aboard the vessel who hold Coast Guard issued

licenses/documents. There is an incentive for vessel owners to maintain a

current COI on a vessel in that the owner could be liable for damages/injuries

incurred while a vessel's COI is expired.
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8. QUESTION. A 1981 Coast Guard Marine Board of Investigation concerning the

Ranger I drilling rig accident concluded: "The casualty may have been

prevented had the existing fatigue crack .... been detected while the unit was

in drydock. However the commonly accepted method of visual examination was

inadequate to detect the crack. Nondestructive testing, i.e. dye penetrant,

ultrasonic or magnetic particle examination could have detected the fault."

Does the Coast Guard conduct periodic non-destructive tests on all high

stress points on offshore platforms such as the Ocean Ranger? How often?

ANSWER. When drydock examinations are conducted on Mobile Offshore

Drilling Units (MODUs), non-destructive tests on high stress points are not

required by law or regulation. However, Coast Guard marine inspectors may, as

part of a routine drydock examination, require such tests to ensure the

seaworthiness of a unit. For those MODUs undergoing special underwater

examinations in lieu of drydocking, non-destructive tests of high stress

points are required as set forth in Navigation and Vessel Inspection Circular

No. 12-69. A copy of this circular is provided for-the record.

9. QUESTION. There are areas of a drill rig - such as down in the legs -

where it is very difficult for an inspector to accurately determine the

condition of the pipes or electrical circuits. How then do you determine if

they are in goon condition?

ANSWER. Even though some areas are difficult for an inspector to visually

examine, most can be. In those rare cases where the inspector can not

visually examine the piping or electrical systems contained in a particular

compartment, he can require an operational test to determine if these systems

are operating properly.
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LIFESAVING

10. QUESTION. Recognizing that in order to save lives different lifesaving

equipment is needed in the North Atlantic than in the Caribbean. Does the

Coast Guard require different or specialized lifesaving equipment depending

upon the environment in which the vessel will be working? If not, why not?

Do you have the authority to require specialized lifesaving equipment?

ANSWER. There are few differences in lifesaving requirements for vessels

and rigs operating in different ocean areas. This is because in virtually any

ocean area around the U.S., the weather and sea conditions can be extremely

severe, and the water cold enough to kill. An unprotected person in the water

in the northern reaches of the North filantic may have a survival time that

will be in terms of minutes. In the Caribbean it may be in terms of hours,

however, this still might not be sufficient time to complete a rescue. The

secret to survival is to keep the survivors out of the water until rescue can

be completed, and this applies to the Caribbean as well as the North

Atlantic. For this reason the differences there have been for different

geographic areas have tended to be in the areas of getting survival craft

started and into the water. For example, lifeboats in cold weather areas are

usually equipped with cold starting aids for lifeboat engines and

consideration is given to launching equipment design and location to lessen

the effects of icing.

The present statutory authority is adequate to allow specialized requirements

where appropriate. -,
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11. QUESTION. Does the Coast Guard require survival suits for all personnel

onboard vessels in cold waters, such as the Ocean Ranger? Why not? How long

can an individual survive in North Atlantic conditions, such as the Ocean

Ranger experienced, wearing a survival suit?

ANSWER. The Coast Guard requires exposure suits (survival suits) only on

Great Lakes vessels but there is growing appreciation of a need for such suits

in other areas as well. Regulatory action relative to exposure suits on

certain oceangoing vessel has been somewhat delayed to assure conformance

with a new lifesaving chapter for Safety of Life at Sea now in its final

stages of completion. This new chapter will contain requirements for these

suits-and, depending upon the progress of approval, could be in force as early

as 1985. It is expected that by the end of 1982, the draft Convention

language will be firm enough to proceed with a rulemaking project. Present

plans are to consider the suits only for vessels with open lifeboats. This is

because the open lifeboat is a very wet ride in moderate to heavy seas and the

extra hypothermia protection is needed for those in the boat. The open boat

is also more likely to swamp on launching than the totally enclosed boat. It

was not anticipated that vessels and units with totally enclosed lifeboats

would be included because when these boats are launched and operated as they

are intended, the occupants stay out of the water inside the enclosure of the

boat even if it capsizes. In light of the OCEAN RANGER casualty, this

position will be re-evaluated •

As effective as the exposure suit is, it should not be regarded as the

ultimate solution for hypothermia. It can only buy time. In casualties

involving fishing vessels which now have a high rate of voluntary use of these

suits, there have been many survivors that owe their lives to the suits, but

there are still those that die in suits before they can be rescued. It can
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only be speculated as to how many of the crew might have survived the OCEAN

RANGER casualty if it had been equipped with exposure suits. It is necessary

to get survivors into boats and rafts and keep them out of the water if it is

going to be a matter of hours until cold water rescue can be completed.

The question on survival times can not be answered with great accuracy.

When the suits are approved, human subjects in good physical condition wear

them in calm freezing water for 6 hours. In this period of time, they enter
N

the first stages of hypothermia. A reaonable guess is that they might

survive 3 times as long, or 18 hours under these conditions. People that are

smaller than the test subjects would not be expected to survive as long, and

people that are larger would survive longer. These are laboratory conditions,

however, and the real world is not as kind. Poor physical condition,

injuries, health problems, and fatigue will all adversely affect survival

time. As sea conditions worsen, survival time will also drop as waves washing

over survivors force cold water into their suits as well as their mouths and

noses, and fatigue increases as they struggle with the waves. Drowning is a

threat since survivors must exercise breath control as waves periodically

submerge them. This becomes more difficult with the onset of hypothermia.

Add the element of darkness, and panic may become a serious factor. The

question of survival time is therefore very complex. It can only be stated

that under the conditions prevailing at the time of the OCEAN RANGER casualty,

an unprotected person in the water with just a lifejacket would survive for

only minutes. With an exposure suit, some would still have died quickly and

others might have survived for a t'me that could be measured in hours.

J(
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12. QUESTI*W -Iuetorm conditions such as those experienced by the Ocean

Ranger, is it easier to launch a covered lifeboat or a capsule?

ANSWER. The totally enclosed (covered) lifeboat is considered to be

fully equivalent to the survival capsule. This is especially true for the

launching phase. The launching process for a totally enclosed boat is

virtually the same as for a capsule. The capsule's operational advantages are

in the water. It is more easily recovered after a drill since there is only

one cable to hook up to instead of two. It can turn and change direction

faster than a boat, and it is approximately equal in stability characteristics

from all directions while a boat is more stable in the fore-and-aft direction

than it is laterally. On the other hand, the boat is faster and more

efficient in moving through the water.

13. QUESTION. When a vessel is listing to port and the lifeboats are on the

bow and stern, is it easier to launch a covered lifeboat or a capsule?

ANSWER. SEE PRECEDING DISCUSSION
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14. QUESTION. What is the best available lifeboat technology on the market?

In what sea states can a crew survive in this vessel? Can they be safely

launched in conditions the Ocean Ranger experienced? Is there any new

lifecraft and launching technology being developed to increase the chances of

surviving a mishap under these conditions?

ANSWER. The totally enclosed, self-righting lifeboats of the type on the

OCEAN RANGER are the best lifesaving equipment available at present (survival

capsules are considered to be totally enclosed lifeboats). They have oeen

used sucessfully many times to escape from offshore drilling rigs.

There are no known sea state limitations on the structure of totally

enclosed lifeboats. Therefore, persons inside the boat should be able to

survive if they stay secured with their seat belts and don't allow water to

accumulate inside by leaving the hatches open. Of course, in higher sea

states, the ride in a small boat will be very uncomfortable. Seasickness and

bruises can be expected, however, survival should be possible.

Although an inherently hazardous operation, it is believed that properly

trained crews can launch and operate totally enclosed boats under severe

conditions s!ich as those experienced by the OCEAN RANGER.

One new development concerns the damaged stability of a capsized and flooded

- totally enclosed lifeboat. After the OCEAN EXPRESS accident in 1976, the

Coast Guard representing the United States at IMC0, proposed that a new

revision of the lifesaving requirements of the Convention for the Safety of

Life at Sea (SOLAS) include a requirement that totally enclosed lifeboats must

come to a position that affords an above-water escape for the occupants should

the boat capsize in the flooded condition. T.is-proposal was accepted and
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will be part of the new requirements. The Coast Guard will include this

requirement as part of the revised lifeboat regulations that will be proposed

to implement the new SOLAS requirements. This regulation project should begin

in late 1982.

There is also a new Norwegian development for ships knowL as the free-fall

lifeboat. This boat is dropped into the water instead of being lowered by a

cable. The shape of the boat, its angle of entry into the water, and the

special seating and restraints for the crew enable it to be successfully

launched from heights up to 20 meters (66 ft.). Once in the water, this boat

performs as a conventional totally enclosed lifeboat. Whether such a system

coula be adapted to a mobile offshore drilling unit, and whether or not it

would increase the chances for survival are matters for conjecture.
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15. QUESTION. Admiral Lusk, you said it was "theoretically" possible to

lower a lifeboat in storm conditions like the Ocean Ranger experienced. Has

the Coast Guard ever conducted a test to see if the average person could

"practically" man and lower a lifeboat in these conditions?

ANSWER. There have been no test launches in storm conditions that we are

aware of. There have been casualty cases in which these boats have been

successfully launched, however. The OCEAN EXPRESS was one of them. In this

case, two relatively inexperienced crews -successfully launched survival

capsules and got away from the sinking rig. It was about half an hour later-

that the partially swamped capsule capsized while attempting to transfer the

persons inside to a tug. Apparently, at least one of the lifeboats on the

OCEAN RANGER was launched as well since two persons were seen inside at one

point. There is a tendancy to regard a successful launch as the end of the

matter. If the waves are steep and higher than the length of the boat, there

is a good chance that the boat will capsize. For this reason, these boats all

have seat belts and the survivors should stay secured in their seats. Under

these conditions the boat should right itself. However, if the crew is not

secured to their seats, or if the hatches have been left open and the boat has

become partially swamped, there will be a significant loss of stability and

the boat may remain inverted if it capsizes. Lifeboats are expected to

survive conditions that doom large vessels. A totally enclosed lifeboat can

survive severe conditions successfully, but it does require knowledge and

skill. If the "average" person is intended to mean someone who is untrained,

it is too much to expect such a person to carry out an abandonment

successfully. On the other hand, someone who has been traiLed and drilled

properly should be aole to launch the boat, ride out the storm with hatches

closed and personnel secured to their seats, and direct a transfer to a rescue

ship when conditions moderate.
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16. QUESTION. Does 46 CFR 97.14, concerning persons in charge of lifeboats

and certificated lifeboatmen, apply to semi-submersible drilling platforms?

If not, why not?

What performance standard does an individual need to become a certified

lifeboatman?

Does the equipment he is tested and certified on have to be the type

found on the vessel he will be operating on?

Can the lowering of a lifeboat from a platform be eore difficult than

from a ship (i.e., you may not be able to lower it from the leeward side)? If

so, are lifeboatmen on platforms required to be trained in lowering lifeboats

from a platform?

ANSWER. The appropriate regulations for manning of primary lifesaving

equipment found on semisubmersible drilling platforms are found in 46 CFR

109.323 and 109.325. The regulations require that the master or person in

charge, assign to each lifeboat, a deck officer, able seaman or certificated

lifeboatman to command the craft.

The performance standards for certification of all lifeboatman are found in 46

CFR 12.10. In essence applicants are required to show evidence of training

ana/or service, to pass a written or oral examination and prove by actual

demonstration that they have skills to launch, operate and command a

lifeboat,- The practical demonstration is conducted by use of a 1/4 scale
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model, or by use of actual lifeboats depending on where the examination is

conducted.

All primary lifesaving equipment on Coast Gaurd inspected vessels is built to

a Coast Guard standard. With minor differences, the specific types of

equipment would be the same wherever installed. For example a seaman may be

tested on an open lifeboat and then find himself employed on board a vessel

where the lifeboats are covered. The lifeboat davits might have some minor

modifications e.g. the boat could be lowered without help from on deck, and

the boat itself would be covered vice open. The differences would not be

dramatic nor significant and are the types of things stressed and learned at

the first fire and boat drill.

The actual physical lowering of a lifeboat from a drilling platform would in

almost all cases be identical to the lowering of that same boat from a ship.

Because drilling platforms are less subject to sea generated motions, it would

under most circumstances be easier to lower a lifeboat from a platform than

it would from a ship. There are no specific requirements in law or

regulations which dictate training in the lowering of lifeboats from

platforms. The requirements are more general and look to the training or

demonstration of seamanship principals and ability to lower a lifeboat per se,

rather than to lower a lifeboat from a specific vessel. The specific training

can best be met in regularly scheduled drills. The requirement for boat

drills on platforms is found in 46 CFR 109.215. This requlation requires

that, at least once a week, lifeboat drills be held, that personnel

demonstrate the ability to perform their duties, and that weather permitting

at least one lifeboat be partially lowered and its engine started and operated.
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17. QUESTION. Reports have reached the Committee that on drill rigs, as

contrasted to merchant ships, lifeboat and fire drills are seldom taken

seriously or run correctly. As one former crewman of the Ocean Ranger has

been quoted: "I never saw the inside of a lifeboat on the Ranger."

This raises questions concerning the effectiveness and enforcement of

Coast Guard regulations which require a drill to be conducted every week and

each boat lowered once a quarter. While we cannot detemine the extent to

which this is true, the fact remains that of the 3 lifeboats recovered from

the Ocean Ranger, only 2 crewmen were recovered, from one of the boats.

What can be done to increase the effectiveness of emergency training of

crews so they can safely evacuate a rig during an emergency?

SEE PRECEDING DISCUSSION

bhat degree of seamanship does it take to launch a lifecraft under these

conditions? Are personnel adequately trained to board and launch a lifecraft

under adverse conditions or just in fair weather?

ANSWER. The degree of seamanship required to launch lifeboats and

liferafts varies from case to case. Personnel are normally trained in

lifeboat launching procedures in fair weather. For obvious reasons, there

have been no training launches in storm conditions that the Coast Guard is

aware of. However, a trained crew can safely launch lifesaving equipment from

a MODU under severe wind and sea conditions. During the 1976 OCEAN EXPRESS

casualty, lifeboats were successfully launched under adverse weather conditions.
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18. QUESTION. Does the Coast Guard require 200% of manning requirement. for

lifeboats on vessels like the Ocean Ranger? If so, yas the Ocean Ranger ever

notified by the Coast Guard that they had to increase their lifeboat capacity

to this level? When were they notified? Please submit copy of notification

for the record. What was the percentage lifeboat manning capability of the

Ocean Ranger at the time it sank?

ANSWER. NODUs like the OCEAN RANGER are required to have lifeboats for

100% of the personnel allowed on board. In addition, they must provide

additional lifeboats or inflatable liferafts for 100% of the personnel

allowed. At the time of the caeuality, the OCEAN RANGER had two 50-person

Norwegian lifeboats and one 58-person U. S. lifeboat installed. Another
J

58-person U. S. lifeboat was aboard the unit but had not been installed. In

addition there were ten 20-person inflatable liferafte on board. At the time

the OCEAN RANGER sank, the capacity of the operational lifeboats was 158

persons or 158% of the allowed capacity. Total liferaft capacity was 200

persons. The combined installed lifeboat/liferaft capacity was 358% of the

persons allowed.

97-92 0-82-23
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GENRL

19. QUFSTION. Do you require that the inidividual who sits at the ballast

control console be licensed or certified? If not, why not? If not, should

they be licensed to insure they have adequate training relating to ship

stability under all operational conditions, including emergency backup systems?

ANSWFR. The ballast control console operator (barge engineer or

watchatander) is not required to be licensed or certificated. This

individual(s) has been perceived by the Coast Guard to fall within the broad

general classification of "Industrial Person" ("Special Personnel" in

international parlance), a term describing individuals who are neither

passengers nor seamen in the accepted (traditional) meaning of the term. On

rigs such as the OCEAN RANCE, this person performs under the supervision of a

licensed master who does have knowledge of ship stability, etc., so little

benefit is seen from requiring a license or certificate.

N
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20. QUESTION. It was otated that the tool-pusher is in command of the

seal-submersible mobile offshore drilling unit when it is anchored. Kr. Kelly

stated that their Coast Guard approved written procedures states the

tool-pusher is in control of the vessel and makes the decision to abandon

ship. Since the rig is still a vessel, shouldn't a licensed marine master

retain operational control of the vessel at all times? Why do you approve of

the tool-pusher being in command?

ANSWER. In regard to the Ocean Ranger, the approved operations manual

does allow for a division of duties between the master and tool-pusher. When

the rig is underway ("moved") or in preparation for a move, the master is in

charge. When on location (during industrial operations), the tool-pusher is

in charge, with the master acting as his advisor (on "marine" vice "industrial

operations"). In all cases, the master is responsible for rig stability.

This division of leadership is not that uncommon, and is viewed as being a

logical application of expertise although a traditional view demands the

master be supreme. It should be noted than an offshore rig such as the Ocean

Ranger most certainly does not fit a traditional view, from either appearance

or function. When on location, the primary hazards are considered to be

associated with the industrial (drilling) operation. As approximately 95% of

the life of a rig is so spent, and the majority of hazards are associated with

the drilling operation, the purely "marine" aspects generally become less

significant.
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21. QUESTION. What does the definition of "navigate" include? (i.e. being

at anchor, drilling, towed, etc.) How does this compare to "put into

service"? (46 U.S.c. 391(b))

ANSWER. The term "put in service" in 46 USC 391(b) and 395(b) generally

establishes the time periods when a vessel is inspected. For instance, before

a newly constructed vessel enters service it must be inspected, and tl n it is

subject to inspection once in ever two years thereafter. 46 USC 398 and 399

provide that a vessel shall not be navigated without having on board an

unexpired certificate of inspection. "Navigate" generally means movement over

the water and, additionally, has been judicially interpreted as being subject

to the rise and fall of the tide. U. S. v. Monstad, 134 F. 2d 986 (9th Cir.

1943). Thus, a vessel at anchor, being towed, or drilling (if subject to the

rise and fall of the tide) is being "navigated."



351

22. QUESTION. The Ocean Ranger and the rigs in the area were icing heavily.

If the Ocean Ranger was covered with 2 inches of ice, it has been estimated

that is would add at-least 500 tons to the vessels weight. Recognizing it is

dependent upon the vessels remaining "live weight" constraints, how can ice

affect the center of gravity and stability of a vessel like the Ocean Ranger?

Does this decrease the 18 degree angle at which there is no way the rig can

right itself?

ANSWER. Ice coatings are an addition to topside weight just as the

variable weight of the drilling accoutrements on the working platform

constitute topside weight. Ice coatings are not necessarily symmetrical so

they may also become an off-center weight requiring or indicating a need to

counterballast to the crew.

The net effect of any ice coating will be to raise the center of gravity which

automatically reduces the total area under the righting arm curve.

The statement that the rig cannot right itself beyond an 18 degree angle of

heel depends of many factors. At very deep drafts the upper structure will

immerse at approximately this angle of heel, providing extra buoyancy and

extra resistance to heeling. However, there is also the danger of imersion

of some openings at a similar angle of heel which would allow extra flooding

and consequent loss of buoyancy. In order to answer the question properly, we

should agree on which operating draft is under consideration, which ballast

tanks are being utilized, which side of the rig heels etc.
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23. QUESTION. There have been reports that some companies do not report

increases in their vessel's dead weight to the Coast Guard because it

will decrease the available "live weight" publicly. This in turn hurts

the marketability of their rig. As proof, the Norwegian government has

recently inspected the stability calculations on all their vessels and

found some to be grossly over their reported weight.

Can't this practice hurt the stability of a ship?

What can be done about this since the owners are apparently on an

"honor system" to report changes to the Coast Guard?

ANSWER. All Floating Drilling Units, whether Semi-Submersible or

Jack-Up or other variety are to some extent weight limited while in the

floating mode. It is the practice to advertise the "deck load" or

deadweight carrying capacity because this assists prospective leasors by

allowing them to estimate the size and frequency of re-supply trips by

supporting craft.

The actual amount of deck cargo (deadweight) at a given time will depend

on several factors such as drilling progress, complexity, depth, weather,

resupply schedule etc. and the amount changes every day. As long as the

total amount does not exceed the load for which the rig was designed and

approved to withstand storm (70 knot) or hurricane (100 knot) conditions,

the stability should not be viewed as being "hurt". The owner/operator

is under obligation not to exceed the limits of deck load which still

allow the rig to meet the published stability standards.
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The Coast Guard has been informed that Norwegian drill rigs, when

reinclined, did show an increase in light weight (i.e. basic weight of

unit) of at least 2-3%. The weight increase appeared balanced between

high and low weight additions so there was not much change in vertical

center of gravity. This would have the effect of simply reducing the

advertised carrying capacity.

Additional weight has been found on some U.S.A. flag drilling units when

they were reinclined. However, the vertical center of gravity was not

always adversely affected. It has been reported that, in several cases

of rigs on the U.S. Gulf Coast which were reinclined, the addition in

weight was principally due to mud in the bottom of ballast tanks which

reduced the overall vertical center of gravity (increasing stability).

Therefore, Coast Guard has not felt it necessary tc call for wholesale

reinclinings of all mobile drilling units.
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24. QUESTION. Can non-destructive tests be performed on underwater

surfaces? How does their scope and accuracy compare to non-destrucive

tests performed above water?

ANSWER. Underwater NDT has been used by the offshore industry for

years. A 1980 underwater technology survey funded by the Coast Guard's

Office of Research and Development found that both ultrasonic gaging (UT)

d magnetic particle inspection (MPI) could produce reliable inforzation

on plate thickness and crack detection. In practice underwater NDT is

handicapped because of restrictions imposed by the marine environment.

Several major factors limiting NDT's usefulness underwater are:

a. Problems in precisely locating points on an underwater body.

-Often sophisticated three dimensional grid systems must be used by

inspection teams.

b. The necessity of using NDT teams that employ highly qualified

operators backed up by a good control and communication organization;

an expensive operation.

c. Reliable NDT results require a clean inspection surface. The

ease of hull cleaning during drydock by sand blasting techniques do

not have-similar counterparts underwater.
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25. QUESTION. What is-the safety history of semi-submersible platforms?

Please indicate iyhether these accidents were due to blow-out or drilling

activities or systematic problems with the unit itself.

How many of these accidents were on site and how many were in transit? Of

those on-site, how many of the accidents occurred when the unit was in a

submerged status?

ASSWER. From 1955 through 1981 there were 19 casualties involving

semi-submersible units with the exception of two very minor incidents in 1976,

these are listed in Enclosure (1). Enclosure (1) is extracted from "Tracing

the Causes of Rig Mishaps" as it appeared in the March, 1981 issue of Offshore

Magazine.

5 Casualties were due to blowouts

5 casualties were due to storms on location

3 Casualties occurred in transit

2 casualties resulted from fires on board

2 casualties were the result of capsizing

16 casualties were on site

3 casualties occurred in transit

All of the on-site incidents occurred while the units were in a submerged

status. One of the very minor incidents involved blowing a safety valve

during ballasting operations.
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Casualties involving Semisubmersible Units

Unit Name 4 Damage
($Million)

Blue Water #1 7.5

Brinyard 7 . 9

Ocean Prince 7.0

Ocean Traveller 0.2

Ocean Viking 0.2

Mariner I 0.1

SEDCO l5;G 2.5

"'ransworld 61 0.8

Mariner 1 0.1

Transocean I1 16.0

Mariner II 0.3

Deep Sea Driller 35.0

Deep Sea Saga 0.2

SEDCO 135 22.0

SEDCO 135G 18.0

Alexander Kielland A2.4

Ocean Traveller Unk

1955-1981.

Comments

Sank in the Gulf of Mexico during
Hurricane Hilda(1064) Total loss.

Broke up under tow in South China
Sea(1965) Total loss.

Hull broken up by storm in the
North Sea(1968) Total loss.

Structural damage by storm in the
North Sea(1968) Salvaged.

Structural damage in the North
Sea(1968) Salvaged.

Hull damage off Argentina(196q)
Salvaged.

Blowout and fire off Australia
(1969) Salvaged.

Legs damaged while relocating off
South Africa (1970) Salvaged. -

Blowout off Trinidad--3 dead(1973)
Salvaged.

Capsized and sank prior to drill-
ing in North Sea(1974) Total loss.

Lost BOP during blowout in the
Gulf of Mexico(175) Salvaged.

Damaged under tow in North Sea
(1976) Partially salvaged.

Flash fire in the North Sea(1976)
Salvaged.

Blowout and fire in the bay of
Campeche(lQ7) Total loss.

Blowout and fire off Nigeria(1980)
Total loss.

Column failed on location in the
North Sea--123 dead(IQ80) not yet
salvaged.

Fire in enRineroom in the Gulf )f
?4exico(1980) Not yet salvaged.

ENCLOSURE (1)
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26. QUESTION. -What discrepancies or violations were found during the past

inspections of the Ocean Ranger? What foliov-up was done to ensure that the

proper corrections were made?

ANSWER. The inspection records are in the hands of the Marine Board of

Investigation and therefore a list of specific deficiencies found during any

of the inspections of the OCEAN RANGER is not presently available. Hoever,

the Marine Board will make them available in the near future as this

information is documented in the formal record of proceedings. One deficiency

known to exist at the conclusion of the inspection for certification conducted

in December 1979, was a requirement for drydock inspection. This requirement

was satisfied in April 1980.
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27. QUESTION. Are there any published guidelines for operating lifesaving

equipment published by the Coast Guard? If so, please submit for the record

copies of the materials relating to the lifesaving equipment installed on the

Ocean Ranger.

ANSWER. The Coast Guard does not publish guidelines for operating

lifesaving equipment. In the past a booklet entitled "Manual for Lifeboatmen,

Able Seaman, and Qualified Members of Engine Department" was furnished free

of charge to merchant seaman. It was last revised in March 1973 and is

generally considered to be significantly out of date. It was intended to be

supplemented with other text books. Because other textbooks are available

which are more up-to-date e.g., American Merchant Seamans Manual, sixth

edition, and because of lack of funds for publishing free books which compete

directly with private enterprise, the Coast Guard does not intend to republish

the "Manual."

The lifeboat and launching equipment manufacturers prepare operation and

maintenance manuals for their own equipment which is provided with each

installation. Most of them also have training films which show the proper

operation of the equipment. These should be used in conjunction with drl-Ts

in order to have adequately trained personnel. The Coast Guard does not

attempt to maintain current versions of this information.
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28. QUESTION. During a storm, it is easier to disengage a lifeboat that must

be lowered to the water in order to release cable tension and released

externally, or to disengage a lifeboat that has an internal cable release?

Whith type of releases were the lifeboats on the Ocean Ranger equipped?

Do Coast Guard regulaticns require an internal lifeboat release on

vessels which operate in cold or high-storm areas? If not, why not?

ANSWER. There are two general types of release gear in use throughout

the. world. Both types are "internal" in that they are operated by a single

control on the inside of the boat. One type of gear is the on-load release

and the other type is the off-load release. Thi on-load type allows the boat

to be released from the r6i'es at any time during the lowering sequence. The

Coast Guard has required this type of release (ear to be used on major U.S.

oceangoing vessels since World War II. The off-load type will not allow the

boat to be released until tension is off of the cables. Most other countries

presently require or allow this type of gear to be used in the belief that it

is safer since the boat can not be inadvertently be dropped into the water

from a great height. The problem with it is that if water is flowing past the

vessel, the cable may still be in tension once the boat is waterborne,

preventing the boat from being released from the cables. This is a problem if

the vessel is at anchor in a current, if it is adrift in heavy seas, or if it

is underway. There is now general agreement worldwide that the on-load type

release is superior, and this type is specified in the new-draft of SOLAS

Chapter III.
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The two Norwegian boats on the OCEAN RANGER were equipped with off-load type

release gear. The Coast Guard approved boat-that was operational and the one

that had not been installed were both equipped with the on-load release.

All oceangoing U.S. vessels with the exception of certain small vessels

(under 3000 gross tons), are required to have on-load type release gear on

their lifeboats. This includes those that operate in cold or &tormy areas as

well as those that do not. The OCEAN RANGER would have complied with this

requirement once the installation of Coast Guard approved boats had been

completed.
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EXCERPTS FROM
U.S. COAST GUARD

AND
NATIONAL TRANSPORTATION SAFETY BOARD

MARINE BOARD OF INVESTIGATION HEARINGS
ON THE

SINKING OF THE OCEAN RANGER

QUESTIONS OF MR. KING

Q. Mr. King, concerning your position as- barge engineer, what
training did you have?

A. I have been with SEDCO since 1971. I went to trade school,
had an instrumentation trade and I started with-SEDCO in '71
as a roustabout, working on the deck for a while, on the
drill floor for a while, then decided I thought it would be
better to be in the control room. I was a watch stander for
training and was a watch stander for two years, two and a
half year, was an assistant barge engineer for about six
months and became barge engineer on the SEDCO H. in '73,
rearly '74.

Q. You have been a barge engineer ever since?
A. Since "74, yes.
Q. What are the wind limitations for a helicopter operation?
A. Under normal conditions fifty to fifty-five knots.
Q. Mr. King, when you were talking earlier about your

experience on various rigs at SEDCO, did you have any formal
training in the stability or the type of work that you do as
'barge engineer?

A. Just what I was taught from other watch standers and barge
engineers, plus we have video tapes on stability. It is an
inhouse movie. We have different equipment around the rig.
We do a film on it, show our new people and to brief people
that have been on the rig a while on different equipment.
We have several on stability.

Q. There has been some indication that some of the people on
the OCEAN RANGER had survival suits, very few of them. Were
there any survival suits on the (SEDCO) 706?

A. On the 706 we had, on the 14, 15th, the only survival suits
we had on board were the type we used on the helicopter and
there was possibly twenty to thirty suits on board.

Q. How many people on board? ..

A. That night we had close to ninety people.

QUESTIONS OF FRED HATCHER

Q. What is your occupation, Mr. Hatcher?
A. I am watch stander on the 706.
Q. A watch stander on the 706. What do the duties of a watch

stander consist of?
A. Primarily working ballast control in conjunction with that

barge engineer. We have certain duties checking lifeboats,
lifesaving equipment.

Q. Now, Mr. Hatcher, you were describing what your duties
consist of as a watch stander on the SEDCO 706. Would you
please repeat what your job is?

A. Yes, I said primarily working with the ballast control, in
charge in the control room to retrim the ballasts, looking
after lifesaving equipment, checking out---

Q. Mr. Hatcher, I would like to ask you a few questions about
your experience, how long have you been a watch stander?

A. I joined the rig in 1980. I was there probably one hitch or
one and a half hitches and I went up in ballast control to
be trained as watch stander.

Q. Had you ever been a watch stander before you joined the rig?
A. No, I haven't. That's the first rig I ever worked on, the

706.
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Q. Could you explain to me what training you received to be a
watch stander?

A. Well, I worked with the other men there in the rig in the
ballast control and Lhey spend time showing the valves, how
to ballast the rig up and down ind what ballast operate.

Q. How long of a period did this training last?
A. Five or six hitches.
Q. How long is a hitch?
A. Well, we were four and transfer back three, so three weeks,

three or four weeks.
Q. Mr. Hatcher, did your experience on the 706, did you ever

have occasion to work on ballastor pumps, ballast pumps?
A. Not valves concerning the rig ballasts, now.
Q. How did you learn the pump room, what valves and what pumps

did what?
A. You mean how to operate them?
Q. Yes.
A. From in the ballast room.
Q. Could you operate them from down below?
A. I never did. You could, you know. It is mapped out; each

one is labeled.
Q. Was there any provision made for the 706 to be operated from

the pump room? Was it ever a practice? Was it ever
demonstrated?

A. No, I never took any demonstration.
Q. Did you have any formal training in stability or rig

operation other than on the job training?
A. No, I didn't.
Q. You had gone back to the control panel. Before you were

allowed to attend the control panel, how long did you have
to observe certain sequences like pumping up and
deballasting and everything before they allowed you---

A. You were there about a week or so to show you and then it
was just tried out and they stand there with you until you
get the feel of the procedure.

Q. ,How long did you have to operate under the guidance of
somebody prior to you operating it by yourself?

A. I would say five or six hitches, because we had extra men
there at the time.

QUESTIONS OF MR. ROLF W. JORGENSEN

Q. Now, Mr. Jorgensen, what's your occupation?
A. I was Chief Officer on the SEAFORTH HIGHLANDER. The last

time it was out, sir, I was out.
Q. And were you on board the SEAFORTH HIGHLANDER on the 14th of

February, 1982?
A. Yes, I was.
0. And what was the SEAFORTH HIGHLANDER doing at that time?
A. On the 14th we were standing standby f&r the OCEAN RANGER.
Q. ... Please continue.
A. And we arrived on deck, we have officer of the lifeboat on

the starboard quarter and we was steaming, well pretty near
south to the sea by then and the Master put the vessel into
a position with the stern right into the sea as well And the
lifeboats steamed around the stern from the port quarter as-.
we saw two life rafts along and there was at that time there
was only one man showing in the lifeboat, but we could see
them, the other people was bailing the water out---

0. I see.
A. --- to the side gates and I noted that the lifeboat had a

damaged bow.
Q. What was the damage like? Could you describe it?
A. It looked like they were smashed inward. It looks like a

hole.
Q. A hole?
A. Yes.
0. When you say the lifeboat was approaching on your port

quarter---
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A. Yes.
---and I see that one line was made fast by the man that was
standing in the - there is a manhole where the man that
controls the lifeboat is standing. He had one line secured,
but I don't think there was any more lines secured.

'Q. How many lines were thrown to the lifeboat from your vessel?
A. To the life rafts, two. Ordinary heaving lines.
Q. Now, how far away was the lifeboat from the SEAFORTH

HIGHLANDER at this point when the line was made fast?
A. I would say about no more than six feet.
Q. And what happened after that?
A. Well, all the people that was in the lifeboat come out on

the offshore side, it would be the port side of the
lifeboat.

Q. Yes, sir.
A. _ And the lifeboat just keeled over.
Q. Keeled over, went over to port?
A. Yes.
Q. And it continued right over.
A. It continued right over.
Q. What were the men doing when that happened, the men who were

in the lifeboat?
A. They was coming out on the port side and they Was trying to

hold on and none of them hold on more than two, three
minutes.

Q. Now, you say they were trying to hold onto the lifeboat.
This would be the grab rails on the bottom?

A. Yes they was trying to hold on.
Q. I see.
A. But there was hardly two or three minutes and they started

lifting up alongside the ship and we took the liferaft from
the port side of the SEAFORTH HIGHLANDER and launched it and
the life raft right down among them and not one man grabbed
for it.

Q. It was very close to them?
A. Yes, it was close. One had his shoulder at it.
Q. I see. As far as you could see, were the men alive?
A. Well, they wasn't moving.
Q. I wonder if you would describe what the sea conditions were

at this time?
A. Well, the sea conditions was in excess of sixty foot waves

and I say winds up to ninety miles an hour, at least.
Q. Did you see any of them wearing survival suits?
A. I see like one survival suit.
0. How were they wearing their life jackets as far as you could

see? Were they tightly secured?
A. I see two different kinds of life jackets.
Q. I see.
A. One type of lifejacket was what -we call a work vest that we

use on the supply boats. That is the four buckles, two in
the front, two in the back like the vest type and the other
type I see, I believe, is the American type with the head
support.

Q. How many people were in the lifeboat that you were able to
tell?

A. Well, I might tell from what I see in the lifeboat and what
we seen in the water afterwards, I would say eight, possibly
nine.

Q. Is there any practice as far as you are aware, sir, as to
where, if at all, standby vessels like the HIGHLANDER would
be positioned in relation to the rig when the rig held an
abandon ship drill?

A. Well, I haven't had an abandon ship drill with the OCEAN
RANGER, but I had it with the other -igs and we were
generally fifty to seventy-five feet away, downwind
position.

Q. And the men coming out the port side, they came out of more
than one hatch?

A. Yes, they did.
Q. Do you know whether it was two or three or four, did they

come out of all of them?
A. At least three.
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Q. At least three?
A. Yes.
Q. Did the men come out simultaneously or one at a time?
A. No, three coAe out right away.
Q. All at the save Lime?
A. Yes.
Q. And what did the men do after they came out of the hatch?

Did they stand on the side, the port side? Did they sit
down?

A. No, they were standing holding onto the top railing and the
boat started rolling.

Q. And as the boat started to roll, did it roll over slowly or
did it go over quickly?

A. Slowly.
Q. Very slowly?
A. Yes.
Q. Did it ever reach a point where the line between Lbe

lifeboat and your vessel became taut or tight?
A. Yes, the line broke.
Q. It broke. Did it hold for a moment before it broke?
A. It was only a fifteen thread line.
Q. What was it made of?
A. Polypropolene.
Q. And you indicated also that they were bailing because that

hole was in the bow?
A. Yes, I see water come out the side.
Q. And that was the only indication you had that they were

bailing?
A. Yes.
Q. Did the lifeboat appear in any danger of sinking? Was the

lifeboat riding high in the water?
A. Fairly high at that time.

QUESTIONS OF MR. GEOFFREY DILKS

Q. What is your occupation?
A. I am a drilling rig captain.
0. And could you give us a brief description of your experience

leading up to the present position that you hold?
A. Before that I was captain of tugboats engaged in inland

towing and offshore towing including towin drilling rigs
around the Gulf of Mexico. I also have been captain of
supply boats briefly in Alaska and in the Gulf of Mexico and
was an engineer. For about six and a half years I was mate
and captain on two of their hopper dredges.

Q. Do you hold any licenses? Would you describe the licenses
that you hold?

A. I hold an unlimited master's license, radar observer and
first class pilot for the Delaware Bay and Delaware River.

Q. Captain, did you ever serve on board the OCEAN RANGER?
A. Yes, I have.
Q. And when did you begin that service?
A. In September, 1978.
Q. When you went on board did you begin service as captain

immediately?
A. That's correct.
Q. And did you perform any other function when you went aboard

at that time on the ship other than that as duties of
Captain?

A. Well, the rig was staffed at the time, so I was also a
ballast control room operator. I stood watch twelve hours a
day as ballast control room operator. The captain was
already on there. I went up a few days earlier and he
talked to me and showed me around the rig.

Q. How many of those watches did you stand, do you recall?
A. Well, through September, part of October and then .I was off

for twenty-eight days. Then I came back, I don't remember
the dates, for another twenty-eight- days then we left
Resurrectioft Bay and went to the shipyard Port Alberni,
Vancouver and then I was ballast control room operator for
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another month or two. Then we got another second ballast
control room operator so it wasn't necessary for me to stand
ballast control room operator so I had other duties because
we were in the shipyard at the time.

Q. Yes, sir. Now, Captain, when you began standing watch as a
ballast control room operator on your own, serving along in
that particular watch or job, could you describe for us what
kind of an orientation period you had before you stood watch
alone?

A. Yes, the captain who I relieved, as I said before, I went up
early, some four or five days, and he-showed me around,
showed me all over the rig, indoctrinated me, explained the
control - showed me the valves and the pumps and setup in
the ballast control room pumping ballast listing to the rig
as required, pumping up, rotating the drill water, pumping
fuel, any other jobs that are required as a ballast control
room operator,

Q. Now,-did I understand you correctly you said this took place
over a four or five-day period?

A. Yes.
Q. After that period did you stand watch then alone?
A. That's correct.
Q. And prior to standing watch alone, did you actually change

the draft of the vessel ballast or deballast?
A. Very slightly I did. For practice I would list it one way

or another just slightly half a degree an put down by the
stern. We weren't doing anything, weren't engaged in
drilling operations so I had an excellent opportunity to
learn the system and practice somewhat the controls.

Q. Now, you are talking about the opening of these valves. How
do you actually open the valves on there?

A. Push the button.
Q. How, when you push that button to open up a valve, how do

you know when the valve is open?
A. You can hear the air. It is air operated and there is a

light which indicates on and off, green and red lights.
Q. Now, Captain, could you describe to me what your duties were

as Master of the OCEAN RANGER?
A. Yes. I was responsible for the safety, stability and

navigation of the vessel, anchor, handling rig moves,
loading of bulk cargos, refueling of helicopters, that's
about it.

Q. Now, also can you describe to me the relationship that you
had with the Toolpusher and the ballast control room
operator as Master?

A. Well, amiable relationship.
0. What I am trying to understand is how decisions would be

made. For example, if there was a decision to place a list
on the vessel and you had one view and the Toolpusher had an
opposite view, who would the ballast control room operator
obey?

A. Well.. it depends on where the rig is, whether it is
operating and whether it is kn transit.

Q. What if it was in transit?
A. Well, then I would be responsible for that.
Q. What about if the OCEAN RANGER was in transit on a decision

to abandon ship. Who as between you and the Toolpusher
would have ultimate authority?

A. The captain in transit.
Q. Now, once the OCEAN RANGER was anchored and drilling who

woutd have the ultimate authority with regard to a decision
to abandon ship?

A. The rig manager or Toolpusher is in charge then.
Q. Captain, was this always your understanding of who had

ultimate authority?
A. It might not have always been my understanding, but that's

my understanding now and it has been for some time.
Q. We have as Exhibit 13, if I am not mistaken, the Emergency

Procedures Manual for the OCEAN RANGER, if you recall this
publication. I will show it to you.

With regard to the question of evacuation, do you-
recollect that being shown at the informal inquiry?
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A. Yes, I do, right.
Q. Had you ever seen that publication prior to the time that it

was shown to you at the inquiry?
A. No, I haven't.
Q. Do you know if the Emergency Procedures Manual was kept on

board the OCEAN RANGER?
A. This one here?
0. Yes, sire.
A. It probably was. I was told it was after this occurred, but

I didn't know it was before then. None had been delivered
to me so I didn't know whether it was o V here or not.

Q. Now, I think you have testified now, yo have indicated that
when a vessel is in transit you have ultimate authority.

A. Yes.
Q, When the vessel is anchored and drilling the Toolpusher has

ultimate authority.
A. Right.
Q. What kind of a situation do we have when the vessel is

anchored, but she disconnects and hangs off?
A. Well, you are still over the hole so it would still be the

Toolpusher.
Q. Now, Captain, would you describe to us the drills and

training program that you had on board the OCEAN RANGER?
A. Yes. We had a fireboat drill every week. We had safety

meetings-every week and I also had a program, an ongoing
program, we would take a group of men, take them into the
lifeboats, show them the equipment, how to launch it, where
the plug is, start the engine, show them all the emergency
equipment, the water and provisions, where everything was
kept in the boats.

Q. Did they lower the boats to the water?
A. No, we very, very seldom lowered the boats to the water.
Q. Why didn't they do that?
A. It is because it is rough - it is very simple to lower the

boat. The problem is getting the boat back because the
vessel is, especially when it is a little rough, the rig is
rolling a little bit, it falls, will hit, rub against the
limit switch and, of course, that will stop the raising of
the boat and you will have to reach out and two men will
have to reach out and hold the limit switch down until you
can get the boat back up into position. So that's the
reason we don't lower the boat all the way, although the
last time I was on, we had a calm day and we did lower all
the boats and checked everything out. Lowered them all the
way to the water line and back up again and checked all the
equipment out and I wrote out the report on it.

0. Did all of the boats, for example with the releasing gear,
did they all release---

A. Simultaneously.
Q. ---under load?
A. The Harding Boats, they would not release under load. They

had to be in the water when the gripes or, excuse me, the
falls would have to be back in order for those to release.
One Watercraft Boat, that was designed and could be released
under load above the surface of the water and drop into the
water.

Q. How were they provisioned or outfitted?
A. In accordance with the U.S. Coast Guard regulations. In

fact, they were all ready for Coast Guard regulations, the
two Harding Boats No. 1 and No. 2 was outfitted and
everything was up to date awaiting for a Coast Guard
inspection.

0. Could you give us, sir, a relative time that it would take
to bring her from a nine degree forward trim up to level
again in that condition? Do you have any idea of the
approximate time?

A. Yes, you can do it in two hours.
Q. Was there any problem with the electrical load? You had

sufficient generators on the line to provide---
A. No, we always, all for all whenever ballasting or

deballasting, all six pumps were necessary. Of course, the
rig mechanic and electrician were notified so he could set
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up the store so we could use all six pumps. Of course, if
they were doing something they would let us know and let us
know how many pumps we could use.

Q. How many pumps did you always have available if you needed
them, say, without questioning the rig electrician or
mechanic?

A. Usually four, sometimes two. It would depend on what they
were doing on the drill floor. We always had at least two
pumps anyway.

Q. In other words, sometimes you were limited that you couldn't
get all the pumps that you wanted. Sometimes you were
limited by other operations as to electrical loads?

A. That's right.
Q. Now, could that [solenoid) valve be operated without

electric power on the panel?
A. Yes.
Q. Could you describe how this would be performed?
A. We had a kit there with some rods in It. You have to open

the panel you have to insert the rod and turn the rod to
one way clockwise to close the valve and then if you wanted
to open it you would turn it counterclockwise. So without
power the valves could be operated.

Q. Did you ever do this?
A. No, I never done it.
Q. Was it ever necessary in your experience to have to do that?
A. No.
Q. When you're on the unit, and the last time you were aboard,

how many lifeboatmen did you have aboard?
A. the last time I was aboard we had, well we were required to

have a licensed master, two AB's, ordinary seamen and
included in that is seven lifeboatmen.

Q. Besides yourself and the AB's, what was the source of the
other lifeboatmen, were they seamen, were they documented?

A. Yes, some of them were and, of course, anybody that had
AB's, we always had a few of those was automatically a
lifeboatman and some had Canadian Coast Guard or Canadian
Certificates also and I, as I said before, we had an ongoing-
program where we were training our own lifeboatmen -and we
-just issued certificates, too.

Q. This was a company certificate that was issued to them?
A. Well, it was - we made the certificate ourselves. In fact,

the safety man did and it was just to show that they had
been indoctrinated and were competent to understand and
lower the start the boat and operate the boat.

Q. Was there any practical demonstration of their ability as a
lifeboatman performed prior to the issuance of---

A. No, not really. That would be rather difficult. As I said
before, we would explain them how to start the engine, where
the plug is, how to do each thing. You know, they didn't
actually start the engine themselves, although I think some
of them probably did, but we had plenty of people who could
operate the engine.

Q. And during the time that the unit was off Newfoundland, was
-there any occasion that you were able to launch a lifeboat
and operate it in the vicinity of the rig?

A. Well, there were very few, if any, such occasions. However,
there was one occasion when we got the No. 3 lifeboat, we
raised that by crane, put it in the water, had standby boats
stand by and brought it around to the davits. It was an
exceptionally calm day. That's the only time up there we
every actually put men in the boat and sent it out in the
water.

Q. What were the sea states that you experienced during that
storm?

A. Well,---
Q. The maximum sea states?
A. Upper fifty-eight feet, wind gusted up to eighty or

eighty-five knots.
Q. hat were the average seas during those conditions?
A. I suppose around forty-five feet, forty foot.
Q. And do you know what the heave was of the rig?
A. I would estimate sixteen, eighteen feet.
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Q. Now, under those conditions I would like to ask you a
question just based on your experience as a seaman. I am
really trying to get an opinion and you might be the best
one to state what you thought, but under those conditions,
would it be possible to launch some or all of your three
lifeboats that were installed?

A. It would be possible to launch them, yes. To lower them.
When ycu say launch, it would be possible to lower them.

Q. Lower and launch them.
A. I don't know about that, but, of course, it is nothing to

lower the boats. They are lowered by gravity.
Q. Who would you have working for you?
A. Well, the only ones I would have directly working for me

would be the ballast control room operators.
Q. You mentioned that there were AB's aboard.
A. Yes.
Q. Would they be working for you?
A. No, they wouldn't be working for me; they probably would be

roustabouts or drillers or safety men or something like
that. That would be their primary function, but they have
an AB ticket.

0. What would your understanding be for the purpose of the AB
being aboard?

A. Well, they were required by the certificates of inspection
to have some AB's aboard.

Q. But what would be their purpose other than their
requirement?

A. it doesn't specifically state on the certificate for
inspection what would be the exact purpose. I would assume
the Coast Guard wanted some marine personnel aboard the rig
at all times.

Q. I would like to ask you some questions concerning evacuation
of the OCEAN RANGER. Under what weather conditions would
you consider evacuation necessary?

A. Well, the rig is designed to take 100 knot winds, 100 foot
seas and 3 knot currents and maintain her stability. So,
that's a hard question to answer. And there are some
improbabilities, so I would say you would have to exceed
that before you would - unless you lose stability for one
reason or another if something gets loose on deck, something
rolls around and offsets the stability, damage to the hull
or for any other reason then you have to give consideration
to evacuate the rig.

Q. Now, going back down to the ballast control room, do you
know what types of instruments were in the control room to
read the draft of the vessel?

A. To read the draft we had to look out through the porthole,
there was a draft mark, two forward and two aft on each
side. That's one on each corner. There was four all
together.

Q. That was the only means you had of reading the draft?
A. That's right.
Q. There was no readouts on the panel or on the board?
A. No.
Q. Now, if that port light was damaged as has been alleged and

the sea came in there, what would get wet first?
A. Your king gauges.
Q. And after that?
A. Well, it depends on how big the sea is, I guess. It could

conceivably flood the place out. The next thing would be
after the king gauges would be the desk and possibly the
computer and then it would go around and get the control
panel.

Q. The last time you were out on the OCEAN RANGER, do you
recall whether the port, the deadlights, were they taken
down for any reason?

A. They were open.
Q. Were they hung on the chains?
A. That's right.
Q. They weren't removed, the pin wasnt out of them and they

weren't removed, were they?
A. No, they were there when I left.
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Q. Would you explain to me what procedure was followed in your
experience on hiring or acquiring a new control room
operator? What procedures was normally followed?

A. If we are going to acquire a new control room operator,
well, usually you will hire if there is a vacancy existing
we will hire somebody who has taken an interest in it and
usually there is a man or two around like a roustabout is
interested in it. For instance, Mr. Dyke, he was interested
and he on his own time would come down for several months
into the ballast control room and learn the setup, learn the
valves and the stability calculations, the running of the
pumps and so forth. So usually we always have been
fortunate, I suppose, in finding someone who has taken an
interest in it so we can already get him partially trained
before we have to put him on by himself.

Q. You say he would do this on his own initiative at first?
A. Yos.
0. Would he do this within his normal working hours?
A. Usually after his working hours.
Q. After his working hours?
A. Yes.
Q. If a decision was made to go a step further and perhaps

evaluate him, what procedure was followed then?
A. Well, if the man is satisfactory we would accept him.
0. Was there a period of evaluation or orientation?
A. Yes. I would be down there with one of them. I would say,

how is he doing, and he would give me a rundown he is
interested or he is not interested or he is coming along
fine or he is not coming along so good and evaluate that way
and make him a ballast control room operator or not.

Q. How long did this evaluation period normally occur?
A. Well, in the case of Mr. Dyke it was a period of several

months and when the break came when there was a vacancy, why
he was all set to fill the bill.

Q. The period I am referring to was that period where he would
be standing some watches in the ballast control room during
working hours, being evaluated, how long would that period
be?

A. No really set time. There is no really, I can't put my
finger on the number of hours or number of days.

Q. Do you recall in the case of Mr. Dyke, approximately how
long that period was?

A. Well, he was months because there was no vacancy for him and
over a period of time of months, maybe six months or so he
was down there so he was all set to take over.

0. And for the six months did he actually stand watches in
thefe during his working hours?

A. Not during his own working hours. No, if I recall correctly
near the end when we knew we were going to need a man and

--during these working hours the Toolpusher would let him go
down there during slow periods for a couple of hours with
the ballast control men and then we would leave him by
himself sometimes when there is nothing going on. So he
would have a good idea of what's going on when he is down by
himself.

Q. Prior to him standing watch by himself alone in the ballast
control room, waqs there a requirement that he personally
change the draft?

A. There was no requirement, no.
Q. Were there any instructions or training concerning manual

operation of the ballast valves in the event of a power
failure?

A, No.
Q. Was there any requirement before he stood watch on his own

as the ballast control room operator that he read the
operating manual?

A. Yes, we pointed out the operating manual, yes, make sure
that he familiarized himself with the operating manual.

Q. If you evaluated a control room operator, did the Toolpusher
take part in the decision of whether or not to put him in
the ballast control room?
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A. Yes, he could do that. Either that or we would have to
contact the office ashore, of course, too.

0. Who had the ultimate decision as to whether or not he would
be hired? Was it you or the Toolpusher or was it ashore?

A. It would be, the shore would have the ultimate decision.
0. And when you say the shore, who are you referring to?
A. Well, in this case it would be the-St. John's manager.
0. What company are we talking about?
A. ODECO.
Q. You made some reference before to observing the draft marks

by looking through the port lights. What about in rough
weather, could you see through those port lights in rough
weather?

A. Not if there is too much spray around and it would be very
difficult to estimate a draft in rough weather.

Q. Were the port lights, due to the nature of the operation of
the rig, ever dirty or---

A. Yes, sometimes. Especially if you were taking on barite or
cement by some of the cement going through, the overboard
discharge there the wind would catch it a certain way to
blow against the glass and fog the glass up.

Q. Now, when that conditionarose if it-was in rough weather
and the port lights were dirty and you couldn't see through
them, was-it possible in heavy weather to go out and clean
them?

A. Well not in heavy weather, no.
0. Why?
A. Well, it would be too dangerous.
Q. Captain Dilks, did you know when the spot inspection

expired? Were you aware of the date of the expiration?
A. Yes.
Q. Did you make any preparations or requests for reinspection?
A. Well, I didn't have to. The office new the certificate

expired. In fact, we had Mr. Purtell, Lieutenant Commander
out there last fall. He knew it expired December 27.

Q. Was there any communication between yourself and the office
regarding the certificate expiration date?

A. Well, I have written notices or letters explaining when
certificates expired. I have done that a number of times
for deratification certificates and various certificates
besides inspection.

Q. In your opinion, who is responsible aboard the rig to do
this as far as watching the expiration of a certificate?

A. I do.
Q. You are responsible rather than the Toolpusher?
A. Well, I should think so. I will take the responsibility for

the certificates because thy are primarily marine
certificates, SOLAS Certificates of Inspection. The line
certificates, I have checked them myself and I know the
dates whi- they expire and the date, if the date is coming
up I will notify the office it should be renewed. I have
done that from time to time.

Q. And in your knowledge of the ballasting system on there,
would it be possible to operate the system strictly from the
pump rooms if you had a sufficient number of qualified
people?

A. To the valves themselves opening and closing?
0. Valves and pumps, do the whole operation, pump out or flood

whatever you had to do in this operation strictly from the
pump rooms without going to the controls?

A. You can operate the pumps down there, yes.
Q. And the valves?
A. I don't see how you could operate the valves down there. I

suppose it is possible. You can take a wrench and open and
close, but I don't know; I never tried it. Not bow valves.
Of course, the sea suction that's a hand operated valve.
That works by hand.

Q. I am talking strictly about the remote control butterfly
valves.-

A. You can manually operate the actuators down there.
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Q. Yes.
A. Well, we have never done - whenever I have had people like

mechanics or anybody working on them, we always operate them
from the ballast control room. I really don't think they
can be operated by hand down there. I really can't---

Q. Up in the ballast control room in the last tour you had on
the OCEAN RANGER, do you recall if there was any cracks in
any of the portholes?

A. No, I don't recall any cracks in any of the port lights.
Q. In rough weather do you feel that the draft could be

accurately read through the port lights looking at the-
columns?

A. In rough weather it would be difficult. You would have to
estimate the draft.

Q. So, therefore, from seventy-eight to eighty feet would be
rather difficult?

A. Right. You would have to do that by computation.
Q. As a ship Master, with your knowledge and experience of

loading and discharging and vessel stability and things like
that, do you feel that the ballast control room operators
have a realistic grasp of the principal of stability or do
they just learn how to fill in the blanks?

A. Some of them have a realistic knowledge and others don't.
Q. And of the people that were abQard the OCEAN RANGER at the

time of the catastrophe, do you know those two control room
operators?

A. Yes, one of them was very good. Yes, I knew both of them,
right.

Q. Have you worked with them?
A. Yes.
Q. The one that was very good, do you feel that he was good in

stability as far as the principal of it rather than just---
A. Yes.
Q. ---filling out.
A. Yes, he knew whether it was and he had been a ballast

control operator on the OCEAN RANGER for the recent year and
a half going on two years.

Q. Did you discuss with him, for instance, the KG, he new what
KG meant?

A. Yes.
Q. He knew what GM meant?
A. Yes.
Q. He new what the Metacenter was?
A. I think he did. Of course, he wasn't on my hitch so I was

off, but there was an overlap, but he seemed very confident
and-knowledgeable in those areas.
And the other operator that was on there, the one who was
less experienced on there, do you feel that he had or was it
possible he had a grasp-.of this?

A. No, probably not. He was new. He was still in the learning
stage. He was coming along fine.. He was safe to have down
there, but I don't think he really understood yet, but he
was learning all about the stability.

Q. In.respect to the certificates in lifeboat men, did you ever
have an occasion where you notified the people ashore that
you were not complying with the certificate of inspection?

A. Letters had been sent previously when we first went under
U.S. flag, what was required, what was not required. As I
said before, at the time, especially before rig moves, I
always specified the number of personnel required.

0. Did you ever have occasion to tell them thatp hey, we have
fallens short or we are not complying? Did this ever occur?

A. No, we usually had the men there. Probably was some time we
might have been short handed, didn't have all the lifeboat
men.

Q. How often, if you did, how often, sir, would you ascertain
that you were with complement recognizing the continuing
changeover of crew?

A. How often what?
Q. Well, you said before you had some difficulties because of a

constantly changing crew on board.
A. Right.
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Q. And I was just wondering how often you verified that you had
on board at that moment or that period of time the, those
people kLequired by the certificate?

A. Well, no specific time. Maybe every couple of months and
before rig moves I wouldgo around and check these.

Q. Now, sire, who was the Toolpusher on your tour or your
watch? May I suggest it may have been Mr. Leger?

A. That's right, Leger.
Q. Now, I use the word "Toolpusher". I think you earlier used

the term rig manager. Are those terms synonomous?
A. Yes.
Q. Do you know if Mr. Leger had any marine qualifications, sir?
A. Not that I know of.
Q. Held no Coast Guard Marine Licenses that you know of?
A. I don't know whether he did or not. To the best of my

knowledge he didn't hold any.
Q. And did you consider that in situations of imminent threat

of severe damage or loss of the drilling unit your authority
superceded all other personnel on the rig?

A. It depends on what caused it. If it was due to weather, I
would be responsible, but if it was due, for instance to an
impending blowout, then that-would be under the Rig master's
jursidication.

0. And your understanding, at least in January, 1982, was that
thc final word on any decision to abandon the rig was yours,

-- ....--- is that correct?
A. Well, up to that time, yes. it was rather nebuluous as to

who exactly, but it has been clarified since that, when the
rig is anchored on location the Toolpusher or Rig Manager,
as we referred to him, is in charge. When it is in transit
then Iam.

0. Sir, I would like to know at this time if you have any, an
opinion, sir, as to-how possibly to-improve the survival of
a rig like this in a storm? See we are here investigating a
casualty and, of course, our ultimate aim is to try to
determine what happened, but more importantly how to prevent
it from happening in the future.

A. That would be hard to answer since we don't know what
happened so we don't know what we are preventing. But one
possibility would be apparently like develop the list. I
don't know as from hull damage or something else, if it
wasn't for hull damage, theonly way the water could get in
was through the sea suction. I would suggest that at the
elevator level you have an extension rod from your sea
suction to a hand valve fitted at the elevator deck so you
wouldn't have to go all the way down the elevator through
watertight doors and so forth and then the elevator might
not work, might be stuck, then you could stop any water from
entering, if the cause of the list was not from massive
damage to the hull.

QUESTIONS OF MR. JIMMY COUNTS

0. Mr. Counts, what is your occupation?
A. Drill Superintendent for Ocean Drilling and Exploration

Company.
Q. Now did I understand you correctly to say you were, in fact

a Toolpusher at one time?
A. I have been at one time, yes.

- And did you ever serve on board the OCEAN RANGER in that
capacity?

A. Yes.
Q. Were you on board the OCEAN RANGER on the 6th of February,

1982? -"

A. Yes.
Q. Did anything unusual occur on that day while you were

aboard?
A. Well, we were taking on a list.
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0. Would you please describe in your own words what happened,
the sequence of events which occurred on that day, trying to
be as specific as you can?

A. We were taking on drill water and we were taking on the
starboard side and we developed a list, little list over
there then. Naturally it was taking on a list and the
Captain went to level the rig and he accidentally opened sea-
chests on the port side and we were taking a list.

Q. Are you telling us that a ballast tank was flooded
accidentally?

A. Yes, there were two ballast tanks opened accidentally.
Q. Now, would you tell me, Mr. Counts, after that incident, was

there any kind of a meeting which involved the Captain
Clarence Hauss and Bruce Porter?

A. Yes. The Toolpusher got the Captain up to his office and
discussed the matter.

Q. Were you there during the meeting?
A. Yes.
Q. Would you tell us as accurately as you can recall exactly

what the Toolpasher said to the Captain? Was Bruce Porter
there, too?

A. I am not sure if he was in there or not.
Q. All right. Well, would you then tell us as accurately as you

can recall what Mr. Thompson said to the Captain Clarence
-Hauss?

A. Just asked the Captain what had taken place and the Captain
told him, you know, he was going to ballast, get the rig
level and he just opened the valves accidentally.

Q. What else was said?
A. That's about it. -As far as I know, that's about all the

discussion was about.
Q. Well, what did the Toolpusher, Mr. Thompson say when the

Captain explained that?
A. He just, well, he said, you know, you should understand the

system better. You should, you know, you shouldn't go
actuating valves unless you make sure that you are opening,
actuating the right valve.

Q. Is that all they said?
A. That's about it.
Q. Did he give him an order not to touch the valves?
A. Without the ballast control room operator in there, yes.
Q. He said that?
A. Yes.
Q. Do you recall how he said that?
A. He just said you do not go in there alone, he said, or

without the ballast control room operator.

QUESTIONS OF BRUCE PORTER

Q. Mr. Porter, what is your occupation?
A. I am a former control room operator on the OCEAN RANGER.
Q. And could you give us a brief description of your work

experience and your background?
A. You mean prior to my work on the OCEAN RANGER?
Q. Yes, sir.
A. I have had various jobs over the years, but most of my work

has been involved in education in one field or another, one
- area or another, either as a teacher, a high school teacher

or as an administrators a principal and a consultant in the
field of education.

Q. And this was your background prior to becoming associated
with the OCEAN RANGER, is that right?

A. That's right.
Q. And when did you, in fact, take up employment on board the

OCEAN RANGER.
A. July 2nd of 1981.
Q. July of '81. And in what capacity were you employed at that

time?
A. I was employed as a roustabout with an offer to train as a

control room operator.



374

Q. Tell us what does a roustabout do?
A. A roustcibout does miscellaneous labor duties under the

supervision of the crane operator. Working with the crane
operator moving materials around the rig and quite a bit of
scrubb:'ng and cleaning and painting and an assortment of
assistance to other people on the rig.

Q. And how long is your workday, the workday of a roustabout?
A. Twelve hours.
Q. Now, you say there was a promise of employment -as a control

room operator at some point?
A. Inititilly there was a promise to train as a control room

operz.tor.
Q. Now, could you describe how that training proceeded from the

tim3 yuou came aboard as a roustabout, when did that
training commence?

A. The! training commenced, I think it was my second day on the
ril when I went to the control room on my off shift, off
tour we call it. That would be after I had worked my
twelve-hour shift as roustabout and it continued in that
fshion for awhile.

Q. Now, did you do this on your own initiative or were you
required to do it?

A. I can't say that I was required to do it as such, but the
terms that were used was that I should do it. I don't
recall that anybody ever said that I had to do it, that I
must do that, but it was encouraged and suggested.

Q. Yes. sir. All right, so you are working as a roustabout and
now after your twelve-hour day you spend some time in the
control room is that right?

A. That's right.
Q. Did you receive any training for example or did you have an

opportunity to have some of your questions answered, that
kind of thing?

A. Yes, yes, of course, yes. It started rather gradually with
observation, just everything was completely new, of course,
and I would begin asking questions about what's this for and
what's that for and et cetera. And then it just gradually
built up.

Q. Now, on the average, about how much time would you spend in
the control room after hours when you went down there on a
given day?

A. On the average about between an hour and an hour and a half.
It wasn't every day.

Q. Yes, sir. Now, at some point were you advised that they
intended to assign you to the control room for a period of
your workday?

A. Yes, this would have been, I think in my third hitch-, toward
the end of my third hitch I was told that I could go down
for two--to three hours per shift.

Q. Two to three hours out of the twelve-hour period?
A. That's right.
Q. Now, under this arrangement you spend, you said two to three

hours of your twelve-hour workday in the control room?
A. Yes, and again it wasn't every shift.
Q. Could you describe the kind of training you received under

that arrangment?
A. It involved largely question and answer exchanges. It

involved my observing various operations of the control room
operator; it involved my doing some of these operations at
various times.

Q. Did you actually change the draft of the vessel yourself
during this period?

A. I dor't recall that I actually changed it in any
significant, to any significant degree.

Q. Did you, at any time during this period, place a list on the
vessel or "take a list off the vessel?

A. Yes. Yes, I did quite a bit of that.
Q. Do you recall the details on that? What was the size of the

list that you induced or removed?
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A. I don't recall specifically the details of any one that I
actually did. It would have been modest, perhaps you know,
a degree or a degree and a half, I suppose, at maximum. It
was done either as requested by the drill floor, say, the
control room operator would have me do it in order to give
me experience in operating the panel.

Q. Yes.
A. Or in the later stages of my training he would actually have

me simulate some moves.
Q. So, is it accurate to say that this kind of training that

you were getting, where you spent a portion of your work
hours in the control room lasted about a week, is that
accurate?

A. No, no, this is, no.
Q. Well, perhaps you could ---
A. That lasted for at least three weeks, that portion ---
Q. I see.
A. ---that I am referring to, over and above that. In December

when I came on the rig on December 10th to 17th, I had a
full week of twelve-hour shifts, a total of eighty-four
hours in that period ---.

Q. I see.
A. ---with the other control room operator.
Q. And after-that full week did you then stand the control room

watch by yourself?
A. That's right.
Q. Did you ever have an opportunity to place a list on the

vessel, say, of five degrees?
A. No.
Q. Did you ever observe that being done?
A. Not being done, no.
Q. And prior to standing the control room watch on your own,

were you required by your employers to read any technical
material, technical information, anything concerning
stability?

A. I was required to learn the computations, the calculations,
the mechanics, if you wish, of doing the nightly and weekly
stability of the rig.

Q. Yes, sir.
A. I can't say that I was strictly required to do any reading

beyond that. Certainly the Control Room Operator's Manual
was available for me and at one point it was mentioned by
Captain Nehring that I should look at this. In addition to
that, the safety man we called him, or the training officer,
Bob, and I don't remember his surname, gave me three books
from the rig's library that he suggested I read.

Q. Did you receive any instructions before standing the watch
by yourself as ballast control operator which dealt with a
loss of power, electrical power to the ballast control
console and the necessity for manually operating the ballast
valves?

A. I don't think that I received I can't recall specifically
whether I received any instruction before I was standing
watoh on my own on either of those.

0. Were you aware before you stood watch by yourself of the
fact that the ballast valves could be manually operated?

A. I was aware that the sea chest valve could be manually
operated.

Q. Yes, but what about the other ballast valves for all the
ballast tanks. Were you aware of the fact that they could
be manually operated?

A. I don't have any recollection of being aware of that.
Q. Did you have other duties to do also?
A. Yes.
Q. What were they?
A. At varying times, sometimes we would have to go out and walk

around to the winch houses to make readings of anchor
tensions. Some othar times we would take these readings off
the computer in the control room. Another thing we would
have to do would be if the computer was down, as it was,
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would be to go out and check the heel, looking at the,
observing the slip-joints to make a rodgh estimate of the
heel to the rig.

Another thing, sometimes you would have to go out to change
a crossover valve for circulating drill water, if you wanted
to drill water from one side of-the rig to another you would
have to open the crossover valve in the emergency generator
room, something like that.

Q. When you were performing these other duties outside the
control room, was there somebody then in the control -room?

A. Generally not.
Q. Did Captain Hauss ever or any of the rig Captains have any

part in your training?
A. Captain Hauss certainly didn't. I can't say that any of the

Captains did. I can't recall any formal occasion and I
can't right now recall any informal occasion where I have
talked with either of the Captains about specific aspects of
the job.

0. So you feel ---
A. I wouldn't rule out some informal discussion, btit I can't

recall any.
Q. Do you feel then that the choice of making you control room

operator was up to the Toolpusher?
A. I don't know that. It seemed to rely heavily on the

judgment of my readiness by the senior control room
operator.

0. Have you ever seen the front panel of the control console
off?

A. Could I ask if you mean the---
Q. The lower.
A. The vertical panels?
0. Vertical panels.
A. Yes, I have, yes.
0. What was inside of them?
A. I can't remember in much detail.
Q. Do you recall what reason they were off?
A. One was off and just by Don just a few days before I left

the rig. Don was showing me the little wrench over the
right side of the control room and the little rubber seals
or packets or whatever that he said you could remove to
adjust the valves.

Another time I saw the panel off, Don had been doing some
work there, I am not certain what.

Q. Going back to the small wrench that Mr. Rathbun had
described to you or was shown to you. What did these
wrenches do? Would they control valves' air electrically or
what did they control, do you recall?

A. I don't recall. This was just a passing introduction to
this matter and I don't know what I was doing, but I
remember that we didn't get to finish this pprtcular
lesson, if I can call it that. I don't know exactly whether
I got paged and had tw do something else, but I do recall
that he just got to mention this to me. I wouldn't like to
try to describe in minute detail what it was supposed to be
for. I do know he did say if you had to control the valves
manually, then you could use this wrenche pull out this
rubber packing and use the wrench to turn it in or out. I
recall that much.

Q. Was this during your indoctrination period he was showing
you this or after you became a full-time operator?

A. This was later, just a few days before I came off the rig.
0. I see. So then your training was ongoing then as far 4s you

A. That's right.
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0. I'm sorry, Mr. Porter. If you were using, this is kind of a
hypothetical situation, but I think it might have entered in
your training, if you were using the ballast control panel
and you lost electric power to it, what would you do? Were
you instructed in this or do you know?

A. Again, it would vary with the circumstances. If I lost the
power, the first thing would be to call the electrician and
perhaps the Toolpusher simultaneously.

Q. In your training or instruction or experience, did you ever
learn what alternatives in operating the ballast control
valves, if you did losepower?

A. -No, I can't say that I did. With the minor qualification
that the little bit of mention that I referred to earlier
with Don Rathbun using the wrench on the valves, if that's
applicable and I don't know if it is. So, I would guess the
answer is basically, no.

0. Okay. In the same vein as electric power, if you lost
air supply to the control panel, was there anything you
could do to operate the system?

A. I don't -Kow.
0. Earlier you referred to weekly tests of all the valves that

are controlled from the panel that you open and close the
valves once a week to test it. Was there anybody in
attendance on the other end in the pump room to observe the
actions of the valve controls?

A. No.
Q. There was no one down there to give you a call and say this

valve is operating, I am pushing this valve to match your
actions against what was happening down there?

A. I don't know if it was done on other times, but the times
that I did it, no.

0. Did you make any record of this test?
A. No, I don't think so.
Q. Was this set out in the normal routines written routine, or

did you just learn this by word of mouth?
A. I learned it by word of mouth. I don't know of any written

inscription.
Q. At this point I wanted to ask you, not a question, but

whether you felt you had anything to offer, an opinion or
any statement you would like to make, sir, in respect to the
casualty. No. 1, if you have somet-bng further you would
like -to say if you have an opinion on it, and secondly if
you have any ideas at all on what could be done to prevent a
future casualty.-At this time, it is your turn, sir.

A. I think I understand. There are two or three areas that I
perhaps could make a little comment on. The first one, I
hope you don't mind my taking advantage of this occasion to
clear up what might have become a confusion, through the
press, Captain Nehring referred in an interview one time to
a situation that he had when he came to Canada as he said
with this rig.' Namely, that he had four experienced control
room operators and because, and I don't pretend to quote hp
precisely, but because of the Newfoundland Manpower
Regulations they were-now put in a situation of having only
two 6x~rienced control room operators. There are a couple
of points there that I want tt make to perhaps clarify that.
To the best of my knowledge, and this is gained- to some
extent by'talking with the people-at Newfoundland Manpower,
the two Newfoundlanders who were put in that. position
weren't put there at all as a result of persuasion or
suggestion of anything else from-the Newfoundland Government
or that particular body.

Secondly, all three of the experienced American control room
operators that I talked with, namely Frank Jennings, Cliff
Himes and Don Rathbun had told me--that I had -certainly as

-much training as they did, if 'not more, when they assumed_-
their duties.
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The point I am trying to make, is that whatever else is made
out of this whole situation vis-a-vis the control room
operator on the rig the night of the disaster, I don't think
that either the Newfoundland Manpowers' guidlines or the
nationality of the control room operator had anything to do
with it.

Perhaps just one other area that I can speak on generally.
I gather that nobody knows what caused the tragedy. I
certainly haven't heard any explanation for it. So, whether
I had any thorough experience or not, I couldn't really
comment on how to prevent it if we don't know what caused
it. But it strikes me as very, very odd tiTat we have this
wonder of modern science and modern technology, apparently
not quite as wonderful as we like to believe, but
nevertheless certainly a tribute to modern ingenuity, and
everything else and just a few hundred yards of whatever
from it we had a boat that was capable of weathering that
storm that night and perhaps many worse, I don't know, but
we didn't have any way to transfer the people from one to
the other. Any time that I have talked with any of the
lucky crew members who with the luck of the draw were 6K-
shore that night, one thing that we have always come up
saying is, you know, the boys didn't have a chance. We feel
that no matter how good other aspects of the safety drills
or what have you were on the rig, we generally feel that
they didn't have a chance to get away from that rig when
something like that happened. If we did get away as I
gather a fewof the boys-did, they still didn't have a
chance of being fished out of the sea and that to me is, as
I say, tragically ironic that we have for all this hundreds
of millions of dollars the very best of modern ingenuity put
into this just a marvel of technology that can drill miles
into the ocean and we haven't yet devised a contraption that
would take a few men and transfer them a few hundred yards
to a boat that would save their life if that rig were in
trouble. I would hope that if anything comes out of this in
the way of improvements in preventing a similar thing in the
future, that that's one area that would be given special
attention, so that the men and women who are working on
offshore rigs, wherever they are, especially in the wild
waters of the North Atlantic, would have a change. That's
all I have to say.

Thank you for your kiirdness in the questioning.

QUESTIONS OF DEAN KUTZ

0. Lieutenant Kutz, you stated that you are presently at the
Marine Inspection Office in Providence. ;Wqat position do
you hold there?

A. Well, I have held various positions there,'' You rotate
through the various jobs within that specifi4pffice.

0. During January of- 1982, did you have .4ny telephone
conversations with ODECO personnel concerning the OCEAN
RANGER?

A. Yes, I did.
Q. Cbuld you relate to us the substance of those telephone

conversations?
A. During the last week of January, I am not sure of the date,

it is around the 26th or 27th of January, a call came into
the Marine Safety Office in Providence from a Mr. Thomas
Dossett who is employed by -the ODECO Drilling Company of
Canada; Limited. He was inquiring about making arrangements
to have the OCEAN"RANGER inspected. I took that particular
call and talked to Mr. Dossett and I informed him that
arrangements for an inspection of the OCEAN RANGER would

-have to be made through Coast Guard Headquarters in
Washington, D.C. I gave him the phone number of the
particular officsL in Washington that could handle his
request and told him that he would have-to contact them. At



379

the same time I also told him that I would call the people
in Washington and tell them the situation and they could get
together and decide what had to be done or what arrangements
had to be made to have the OCEAN RANGER inspected.

Q. During that conversation did you discuss the fact that OCEAN
RANGER's certificate had expired in December of 1981?

A. Yes, I did.
Q. Could you tell us what the substance of that part of the

conversation was?
A. Well, when Mr. Dossett identified himself and indicated that

he was looking to make arrangements to have the OCEAN RANGER
inspected, I asked him if the certificate of inspection
hadn't expired in December and he replied that, yes, it had.
I said, Well, this is kind of a late date to be asking for
an inspection, isn't it. And he replied, Yes, and then
indicated that the reason they hadn't requested an
inspection earlier was that they were in the process of
installing two additional lifeboats on the OCEAN RANGER and
that they wanted to get that installation completed so that
it could be inspected.

Q. Prior to January of 1982, had you ever inspected the OCEAN
RANGER before?

A. Yes.
Q. When was the first time that you inspected the OCEAN RANGER?
A. I was one of several people from the Marine Safety Office in

Providence who conducted an inspection of the OCEAN RANGER
in December of 1979.

Q. And what was the purpose of that inspection?
A. The purpose of that inspe6tion was to, it was an inspection.

The-rig at that time was changing registry from Panaman+an
to U.S. Registry and the inspection we conducted was an
inspection of the unit.

Q. Could you briefly explain the extent of the inspection, what
it included?

A. Well, the inspection itself, as far as I know, was very
thorough and extensive. I myself only inspected
engineering, electrical, piping, pumps and six or seven
ballast tanks. I was on board the RANGER three, possibly
four days and then I was scheduled to go on leave. It was
near Christmas. I had scheduled leave and I departed on
leave and the inspection was completed by the other
personnel that had initially started the inspection with me.

Q. Mr. Kutz, what was your understanding on the morning of
February 15, 1982, before you heard the news about the
RANGER as to how many lifeboats the OCEAN RANGER was
actually required by the U.S. Coast Guard to have on board
and operative?

A. The regulations required that it have two lifeboats and
sufficient davit launch life rafts. However, they did not
have that when the certificate was issued or a deficiency
letter was issued to that point.

Q. When you were on board in January of 1980, did anyone come
along with you to inspect the RANGER's lifeboats or life
rafts?

A. Chief Warrant Officer Scanlon went with me, but I am not
sure one of the items he looked at was lifeboats or life
rafts.

Q. Wouldn't it have been reasonable for him to have done so if
there was some outstanding discrepancy?

A. Well, if you will note that discrepancy was not required to
be completed until the next certificate of inspection.

Q. So, when the - you say it is to be done prior to the next
inspection for certification, that would have been the
inspection that was due on December 27, 1981, is that
correct?

A. That would be the next inspection for the certification,
yes.

A. Yes.,

91-892 0-82-25
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QUESTIONS OF MR. JAMES DAVIDSON

0. Now, Captain, where were you on the 14th of February, 1982?
A. I was Master of the supply vessel BOLTENTOR the majority of

that day. We were standby vessel for the SEDCO 706.
Q. You say you saw a lifeboat there near the SEAFORTH

HIGHLANDER. What was the aspect of the lifeboat?
A. It was completely upside down. All I could see was the

bottom of the hull.
Q. Before that time had you seen any other lifeboats?
A. No, sir.
0. After that time did you see any lifeboats, the lifeboat

other than the one that was with the SEAFORTH HIGHLANDER?
A. About two or three days later we found a lifeboat and we

approached it, had a good look at it. It was upright, but
the bow was split open from gunnel to keel. -It was gaping
open three, four, five inches. The canopy was still, the
rigid framework was still structurally sound, but there were
large gaping holes forward, aft and in both sides of the
upper structure. Water was flowing in, the lifeboat in
aspect was down by the stern somewhat. The water was
flowing in through the crack in the bow straight out through
the gaping hole. The aft gunnel was just about submerged.

Q. Any identification on that lifeboat that you could see?
A. "I believe it was No. 1.
0. Were there any bodies?
A. No, sir. No signs of bodies or life jackets within that

vicinity.
Q. Could you see any of the releasing gear on that lifeboat,

the external parts of the releasing gear?
A. Yes, it was there, but I didn't make a close inspection of

it and couldn't describe it.
Q. I wonder if you could tell whether it was still, appeared to

be intact in the bow and the stern?
A. I couldn't say, sir. I was reading a transcript last night

and my chief engineer could probably tell you more. He did
have a look at it, but the lifeboat was landed in St. John's
and presumably was given a thorough inspection.

Q. Now, did your vessel pick it up?
A. Yes, we did. We pulled it over the stern. I was informed

later that it was a lifeboat that had been landed on or a
new lifeboat taken to the OCEAN RANGER and had not yet been
put in position so it was still standing free on the deck of
the OCEAN RANGER, but that's something I was informed.

Q. And that was identified as lifeboat No. 1?
A. It had No. 1 painted on it, yes.
Q. Captain, as you know, the purpose of this inquiry is to try

to find out what did happen on the night of the 14th,
morning of the 15th and to try to develop recommendations so
that it will not happen again, to preclude it happening.
That's the reason that we have been asking you questions.
Now, sir, I would like to offer you an opportunity to, if
you have anything further you felt you could -dd to our
investigation, essentially something that we haven't asked
you a question on that you wish to put before this group or
if you have a recommendation that you would like to make,
essentially, sir, it is your turn.

A. I don't think there is anything I can add that would assist
with the inquiry as to why it happened and subsequent
events. As I have said to your people before, it did appear
to me that the actual hulls of the lifeboats were just not
sufficient strength to withstand anything like those weather
conditions and that the hulls should be made of much more
substantial material such that can absorb an impact. Were
those after end lifeboats to get away from the hull itself
or from the rig itself they still had the danger of those
wires to get clear of, and it is my opinion that if they had
rammed one of those wires or been thrown onto one that they
would have smashed right through the hull. But I am not an
expert in these matters, but I know I would feel a lot safer
if I had a lot more thickness on my lifeboat hulls. Once
the hull was broken and there was water within the boat, I
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think that must have made conditions far worse than they
would have been even just tossing up and down in a dry
condition because the sea temperature was approximately 2
degrees below celcius.

- QUESTIONS OF BAXTER ALLINGHAM

Q. What's your occupation, sir?
A. Presently I am Captain on the offshore supply vessel

NORDERTER.
Q. Where were you on the 14th of February, 1982?
A. I was standing by the drilling rig ZAPATA UGLAND. That's

approximately eighteen miles to the north of the drill site
of the OCEAN RANGER.

Q. Now, the this search which commenced right after 3:40 in the
morning, you went to assist the other two vessels, did you
ever encounter a lifeboat?

A. Yes, we found first a partially inflated life raft.
Q. Right.
A. But both ends were torn out and water was passing through.

We attempted to recover it, but there was no way we could.
And approximately 7 o'clock in the morning we found an
overturned lifeboat with the life ring from the SEAFORTH
HIGHLANDER attached to it.

Q. You say that this lifeboat was overturned and you saw a
life ring and it had the name SEIVORTH HIGHLANDER on the life
ring?

A. That's right.
Q. Now, would you tell us !n your own words what you saw in

conjunction with that lifeboat?
A. Well, the lifeboat was damaged. There was a large hole in

the bow of her and she was cracked down the bottom, there
was a crack in the bottom. Water just passing right through
and we made three attempts to recover her but all failed.

Q* And as you approached that lifeboat prior to making the
first attempt to recover it, did you notice, as you were
describing, it was damaged?

A. Yes. There was a large-hole in the bow.
Q. And did you initially see any bodies?
A. No.
Q. And subsequent to that did you see any bodies come out of

the lifeboat?
A. No, not at that time. While we were involved in trying to

hook a rope on here there were several bodies came out of
the hole in the boat.

Q. Hole in the boat. How many bodies would you estimate?
A. Approximately seven or eight, probably came out through the

hole in the boat at that time.
Q. Did you finally get the line on the boat?
A. Yes, after we got the line on her she came up, when the ship

was even, she came up to our rail it was a good view you
could see right down through the boat.

Q. You could see into the boat?
A. Yes.
Q. What did you see?
A. Well, there were several bodies there strapped in by the

seat belts they have in the boat. I would say a rough
number of maybe twenty.

Q. About twenty bodies. And they were strapped in with the
belts?

A. That's right.
Q. And you were trying, you had the line on the boat. This is

the third attempt you were trying to recover this boat?
A. Yes, and while we were slapping out to wire one got caught

in our starboard prop and stopped our starboard engine,
-- just, we tore loose from the boat again and so taking into

consideration my own ship's safety, I had to get that
rectified first.

Q. And so you let the lifeboat go?
A. No, it broke loose when it got caught in the prop.
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Q. Did you free your propeller?
A. About I would say fifteen, twenty minutes after this.
Q. What happened to that lifeboat, do you know?
A. It drifted away, is all I can say, in that short of time.

We were going to search again for that boat, but we got a
call from the aircraft search and rescue there to proceed to
some life rafts, with possible life on board.

Q. Possible life in the life raft?
A. That's what they told us. So we went to the life rafts.
Q. And did you ever see that lifeboat again?
A. No, not ever.
Q. And then you have indicated that you took part in the search

attempts and this went on until the 16th, did you say?
A. That's right. We carried on the search and came up with

nothing other than on the 16th there was a ship there, a
survey ship, JAVA SEA found an overturned lifeboat and she
had no means of getting it aboard, so we took her aboard
over the .tern of our ship.

Q. And this was a lifeboat. What did you do with that lifeboat
when you took her aboard?

A. We took it on deck and secured it. We had it checked out to
see if there was any bodies inside. There was none. She
was damaged, canopy was broken up.

Q.- Do you know-whether or hot this was the same lifeboat you
have described to us that you tried to lift up?

A. It was a different lifeboat because the previous boat, the
shaft was torn out when we were trying to get the rope on
and this one had the shaft and the rudders gone at the
time.

Q. Captain, you said you were diverted by search and rescue
forces from the lifeboat, the one that you had observed with
the bodies that you were trying to bring aboard with the
word some life rafts with possible signs of life in them.
Did you go to those life rafts, sir?

A. Yes, we did and we arrived there they were inflated
properly, we had made several attempts to take them on
board, but the weather conditions just wouldn't permit. We
had them up close enough to see there was no life on board.

Q. But they were fully inflated, both the body and the canopy
of the life rafts?

A. Yes, as far as I can recall right now they were.
Q. Captain Allingham, I would like to go back to when you were

approaching the OCEAN RANGER and saw her disappeasr on the
radar. You gave us a time that you arrived approximately
two miles north of the OCEAN RANGER which was 034, could you
tell us how long before that the target had disappeared on
the radar?

A. Well, approximately, it is only an approximation in time. I
would say she probably disappeared around 3, 3:10 in the
morning, 3 o'clock, 3:10.

...Q. All right. You seem quite certain on the 0340.
A. Yes, I remember distinctly arriving at 3:40. That was my

watch.
Q. Captain Allingham, as you know the purpose of, this hearing

is to try to find out what did happen with the OCEAN RANGER,
the associated events and what, and we have a responsibility
as a Board to make recommendations and hopefully preclude it
in the future. We have asked you a whole series of
questions to that end. We are trying to find out more about
what's happened. I want to ask you now, sir, if you have
anything you would like to add. Something you feel that
would-be of interest to us or germane to the Board or any
suggestions, thoughts idea, that you might wish to put
forward here. In other words, it is your chance, Captain.

A. As to the cause of the OCEAN RANGER going down, I can't make
any statement about the cause, so the only thing, our supply
vessels are supposedly supply vessels and not standby
vessels. As such I would say lo because they are nat
properly equipped for taking people from the water. We
haven't got the equipment. And using a supply vessel for a
standby vessel as opposed to being for safetywise of the rig
personnel. You can take people off by crane quite easily,
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but for example, on people, search and rescue operations are
not made for it.

Q. Sir, do you think you would have had more success in the
search and rescue effort if the victims had been obviously
alive, but able to assist in their own rescue?

A. It is possible. If they could help themselves the only
chance then would be probably you would probably end up some
of them getting hurt and probably killed in the event of
getting them aboard. These boats were not equipped to take
bodies over the side or the stern of these boats.

Q. What's your freeboard, sir?
A. Three feet.
Q. Do you have anything else you would like to have the Board

note, sir?
A. No, that's about it.

QUESTIONS OF THOMAS W. PURTELL

0. Mr. Purtell, what is your present position in the Marine
Inspection Office in New Orleans?

A. I am the OCS Section Supervisor.
Q. What does this job constitute?
A. The section is responsible for the inspections of facilities

and Mobil offshore drilling units on the outer continental
shelf for the New Orleans inspection zone.

Q. Have you had any special training in the course of this
assignment in the commercial vessel safety program?

A. I have attended a number of industry-related schools like
fiber reinforced plastic, nondestructive testing of wells
and industry training are probably the major schools.

Q. Where did you perform the industry training?
A. With ODECO.
Q. When did you start this training?
A. The 3rd of November, 1980.
Q. And how long did it last?
A. For 12 months.
Q. I would like to get for the record some explanation of what

industry training is and I hear everyone has a copy of an
extract from the Coast Guard Training and Education Manual
Instruction, and Mr. Purtell, I would like you to, in the
way of describing what industry training is, just read three
brief sections here, the first-is a Paragraph on Page 280,
there is two paragraphs on Page 281, and a paragraph on Page
283.

A. "The objectives of the Merchant Marine Industry Training
Program are to encourage greater cooperation between the
industry and the Coast Guard, to broaden the understanding
of commercial vessel problems from the operator's point of
view and tbtreby to facilitate a broad administration and
supervision of activities related to the Coast Guard's
Commercial Vessel Safety Program.

"Concent with the above, this program was inaugurated in
1948 to better qualify young officers as Marine Inspectors
by giving them more than a casual understanding of the
problems and procedures of a shipping company"

"Trainee relations with industry: The Trainee will be
considered to be on a loan to the company as an employee
without pay, although not as a replacement for any employee.
This training is considered to be on the junior executive
level. It is desirable that the trainee study although
methods of training and extent of information offered are at
the discretion of the sponsoring company.*

Q. Referring to this Exhibit No. 30, on Page 2 of the letter
dated 2nd November, in Paragraph 5 I notice that you report
on the fact that you visited a semi-submersible the OCEAN
RANGER and that duringthe course of your visit that you
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'performed an-.informal inspection for certification to
assist the rig in preparation for the formal inspection due
in November.* I am quoting from your report, is that right?

A. Due in Dacember, sir.
Q. Right, to clarify that, the informal inspection was for, in

preparation for a formal inspection in December.
A. Yes, sir.
0. Why did you make this Informal inspection?
A. Initially my trip to Newfoundland did not include a visit to

the OCEAN RANGER. Because of the operational schedule of
the BEN CCEAN LANCER I was able to fit a visit to the RANGER
in the time remaining in my industry training program. So,
I didn't visit the OCEAN RANGER with any purpose in mind
other than to see the rig operating.

After I arrived at the rig I spent time with the safety man,
Bob Mahan and he was trying to get the rig ready for Coast
Guard inspection and we decided that probably the easiest
way to do it would be for me to go around with him pointing
out every possible discrepency I could detect from walking
around with him.

Q. What was the date that you did this?
A. Probably, included four or five days in all, probably

between the 15th and 20th of October.
Q. Were you aware when the inspection, the formal Coast Guard

inspection-was due?
A. I don't know of the exact date, but it was sometime late in

December as I recall.
Q. That would have coincided, well, let me ask you this: Were

you a~iare when thn time period the Certificate of Inspection
was valid?

A. Yes, sir, I was. As I recall I noted that it was, it fell
in between Christmas and New Year's and I commented that
scheduling may be difficult in that time frare so they
should look into that.

Q. Was the basic purpose of your inspection then, was to
assist them in identifying things that would be required to
be squared away, be taken care of prior to the formal Coast
Guard inspection?

A. Yes, sir, I was trying to. I was trying to be as nitpicky
as possible to take care of as much of the little small
things that cause great confusion on inspection day.

0. Could you describe generally the nature of your inspection,
what you did?

A. Myself and the safety man entered, I think we entered nearly
every accessible space on the rig. Ag3in, in my inspection
experience I pointed out items that are commonly overlooked
or are common discrepencies. This included electrical
installations, structural examination, I didn't do any
testing of equipment that would interfere with the operation
of the vessel. However, I did point out things that would
require to be tested when the formal Coast Guard inspection
occurred.

Q. Did you, during the course of your inspection, did you look
at the structural aspects of the unit?

A. I looked, when I was descending in the columns that
contained the barite tanks I looked at the internal
structure in that area. In addition to what was able to be
observed from the main deck and ladders to the catwalks
around the columns, accessible from the main deck that
included, I think, about every column had a catwalk where
you could look at the structure of the connection of the
columns to the upper deck and I examined every area that was
acessible.

Q. Did you get into any ballast tanks?
A. No, sir.
Q. What did you find, eid you find anything wrong with that

part of the structure that you looked at?
A. No, sir, I didn't. As a matter of fact, I was surprised at

the preserved conditon of the structure on the exterior. I
noted mentally that the coating job in the shipyard must
have been superior and there was not even rust evident.
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. Are you deck or hull or engine qualified?
A. I was never offered the opportunity to specialize. So, I

guess I am a double-ender as they say.
Q. For the benefit of the record that is one who works both

sides, both the hull and machinery. So, have you
investigated or examined, did you say a large number of
merchant vessels?

A. Yes, sir.
Q. And it is based on your physical examination personally of a

large number of merchant vessels that you drew the
conclusions you have just stated about the condition of the
OCEAN RANGER?

A. Yes, it is.
Q. Did you do any hammer testing?
A. No, sir.
Q. Did you do any audio sounding?
A. No, sir.
Q. Did you do any close-up weld inspections?
A. Just visual examination from over five feet away, sir.
Q. So, it was a walk around, visual inspection?
A. Yes, sir.
Q. And then is it fair to say then that the type of things that

you would have been most likely to notice would have been
mismarkings or lint behind the dryer, that sort of thing as
opposed to inherent structural flaws, isn't that correct?

A. No, sir, I believe that my examination of the upper
connections of the hull structure were detailed enough to
detect flaws in that area.

Q. If they were surface flaws.
A. Yes, sir.
Q. But, if they were not surface flaws you would not detect it

though, would you?
A. No, sir, I would not.
0. And you did not have an opportunity to get down to look at

the fittings where the legs and bracings meet between the
hulls?

A. Only what was visible from inside the column, sir.
0. From inside. So, it would be fair to say that what you did

was a far cry from the actual final certification inspection
zhat would have been required for a renewal of that
Certificate of Inspection, isn't tha: correct?

A. I Delleve I completed probably 8V percent of what would have
beer done at an inspection for certification, sir.

QUESTIONS OF DONAL' ;. LEGER

Q. Mr. Leger, would you tell the Board, please, the times of
employment you had aboard the OCEAN R.NGER, the periods of
emp)cyvent?

A. Aboard the Gcean Hanger, September of '81 until the latter
part of January of '82.

. Yes, sir, and would you also describe your previous
employment as Tcolpusher on any other ocean rigs?

A. I was loolpushe- on the OCEAN VICTORY prior to that from
November of '67 until Septemner of '81.

A. I roughnecked for about four years. I guess then I started
drilling. I grilled for five years, . guess. Then I was
Toolpusher for, since '15.

Q. Would you tell me the .ast day that yuu served as Too!pusher
aboard the OCEAN RANGER:

A. It was the latter part .of January. i don't remember the
date but it was the letter part of January of '62.

Q. On t:.e OCEAN RANGER there was a Certificate of Inspection on
there. Do you recall that?

A. Yes, sir.
Q. This is a Coast Guard Certificate of Inspection. There are

certain requirements as to personnel on there. Who on the
OCEAN RANGER kept track of the required personnel as far as
the Certificate of Inspection went, do you know?

A. We had a safety man that would look after most of our
certificates.
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Q. And the certificate made a requirement for a certain amount
of lifeboat men, a-certain amount of AB's, a certain amount
of ordinary seamen on there. Do you recall who they were
and how many there were aboard?

A. Not right offhand, I don't.
0. Do you ever have to make any requests to the office ashore

as to the number of people or the type of qualified people
on there in order to comply with the certificate?

A. Our people uptown would look at that.
Q. Do you know if they did?
A. I suspect they did.
0. When you say uptown, are you referring to the St. John's

office?
A. Yes, sir.
0. And normally how would you give the control room operator an

order for a list or a trim, what would you tell him?
A. Just tell him which side you wanted him to come down on, was

it port, starboard, stern, whichever.
Q. Did you have to tell him whether to pump or to flood or how

to move the water?
A. Just tell him which side I wanted to come down on and how

much.
0. But you wouldn't have to, I am trying to find out whether

you told him where to move the water from.
A. No, sir I wouldn't.
0. Were you familiar with the Certificate of Inspection itself?
A. Not really.
Q. Did you know it had an expiration date on it?
A. Yes, sir.
Q. Were you familiar with the Coast Guard Regulations

Subchapter I-A concerning mobile drilling units?
A. I don't know if I am or not. I don't know.
0. Okay. These are the Coast Guard Regulations that discuss

inspection, design of equipment and operations. Have you
ever read them before?

A. I have read some of the Coast Guard manuals. I don't
particularly remember that one.

Q. Any regulations that tell you about your responsibilities?
Ever read any Ccast Guard regulations that talk about the
responsibilities of the person in charge?

A. Not Coast Guard. I have read the ODECO booklet on
responsibilities.

Q. Mr. Leger, I have the Exhibit 18, the OCEAN RANGER Operating
Booklet. Are you familiar with this? Have you seen this
before or something similar to it?

A. Similar to it.
0. And I am turning to this first page. It says, 'Forward'.

And have you ever read this wording here concerning this
statement here? Could you read this sentence on the first
page?

A. 'Herein all industrial operations of Toolpusher is
designated as the person in charge of the unit. He becomes
in charge once the unit is relocated."

Q. Yes. Why don't you read the next paragraph down here.
A. 'The U.S. Coast Guard Regulations states that it is the

responsibility of the person in charge to ensure that the
provisions of the Certificate of Inspections are adhered to
and be fully ... ', I don't know them ---

0. Be fully cognizant. I will continue to read here. "Be
fully cognizant of the provisions in the Operating Manual
required by Paragraph 109.1. the 121 of the regulations that
this booklet has referred to.' Now, I wonder if you could
explain what that means to you?

A. On this the person in charge of the rig is in charge of
these certificates.

0. Okay. And when you were on the OCEAN RANGER I was wondering
if, how, if this had any meaning with respect to your job on
the OCEAN RANGER when you were aboard?

A. No, sir, the Captain was a licensed man and he took care ot
these regulations, these certificates. He was a licensed
Captain. He was more familiar with these rules and
regulations than I was.
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Q. Was there any procedure in abandon ship as far as who
decided when to actually leave?

A. Myself and the Captain.
Q. Okay. You do this decision jointly then?
A. Yes, sir, depending on conditions.
Q. Did you have any, say there was, was there any procedure,

any contingency plans or any procedures where maybe part of
the people would leave and some would stay aboard or would
everybody leave or was :his something that had to be decided
depending upon the circumstances?

A. Depending upon the circumstances.
Q. Who would you imagine would be the last one to leave the

OCEAN RANGER if everyone, if they had an emergency such as
people had to abandon the unit?

A. The last man to leave would probably be the Toolpusher and
the Captain.

Q. Were you familiar with who was in charge of the lifeboats
when you were aboard?

A. Yes, sir.
Q. How were these people assigned?
A. You are talking about the maintenance of them or what?
Q. No, say the people who would be in command of a lifeboat if

they ever had to be used, launched and was responsible for
it, say the lifeboatman.

A. Yes.
Q. Who was responsible for assigning those people?
A. Well, the Captain was assigned to one lifeboat and I was

assigned to another lifeboat and I believe the safety man
was assigned to a third boat. I would have to go back over
the list. It has been awhile.

Q. Okay. The lifeboat you were assigned to, were you in charge
of the lifeboat or was someone else in charge?

A. I believe the Toolpusher was in charge of that particular
lifeboat.

Q. Did you have e lifeboatman, had you ever lifeboatman test
yourself?

A. No.
Q. Do you have a Coast Guard certificate saying you are a

lifeboatman?
A. No, sir.
0. If you had a difference of opinion with the Captain, who

would make the final decision?
A. A difference of opinion on what?
Q. Well, was there any time that the Captain's decision would

supercede yours, this Is on location now?
A. No, sir, when it comes to the ballasting or to the stability

of the rig, I always went along with the Captain's
recommendation because he was more of a professional at it
than I was.

0. Could you have countermanded what he said? In other words,
did you have the choice of not accepting what he told you?

A. Yes.

QUESTIONS OF KALVIN GERNANDT

Q. Mr. Gernandt, what's your present occupation?
A. Operations Manager for the ODECO Drilling of Canada.
Q. And how long have you held that position?
A. Since July of '82, '81.
0. July of '81. And could you describe to us what your duties

are?
A. Operations Manager just in charge of the operations off

Newfoundland for the drilling contract for Mobil Oil
Company.

Q. Who would be your immediate subordinates, those that would
report to you?

A. The Toolpusher on the rig would be the Toolpusher. If it
was a marine problem the Captain may be in on the
consultation.

Q. What about the hiring of control room operators? Would you
be involved with that at all?
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A. We would interview people to send out to the rig and work as
roustabouts or whatever to get acquainted with the rig and
if a man was interested in the control room job, there may
not be an opening, but we may start training a man. The
Master and the control room operator would say this guy's
really interested. He likes this type of work. He looks
like he may fit well. Take your time and train him. If he
worked out then the Captain would write a letter in saying
this man may make control room operator.

0. And the Captain would send a letter in to you?
A. Or he would, in conversation he would say we are going to

look at so and so pretty close. You may have a letter or
you may just have ---

0. Verbal.
A. Over the radio or at the airport or maybe just passing on to

the superintendent and the superintendent would bring it
into me.

Q. What about the Toolpusher? Did he have any input in the
selection of a control room operator?

A. Well, yes, he would. I would say, yes, he definitely would
have some input. He would say this is a good lad, or you
know, he has got a clear record, we haven't had any problems
with him. The training would come from the Captain in the
control room.

0. I wonder if you would describe to me how that training took
place. What was the normal procedure when you were going
to, for example, if you were considering a roustabout and he
wished to become a control room operator and you felt he had
potential, would you describe for us how that training would
occur until the time he stands watch by himself?

A. Okay. If a control room operator, a new man was interested
in becoming a control room operator, the industrial
relations representative on board would probably be the
first one to know about it because he would be showing
training films and having the safety meetings with the
Captain, what have you. He would be acquainted with the man
knowing he was interested. Follow that with him, tell him,
well if you are really interested spend a couple of hours on
your off time rather than watching training film there. You
want to go down to the control room, maybe, and get some
training there on his own time. This would be after his
twelve-hour tour. If he showed enough interest and hung in
there and really looked like he was interested in doing it,
so then we would give him a six-hour tour if we thought we
might need a control room operator. We would give him six
hours out of his twelve-hour day free if we weren't running
a caseing job or something very necessary for him, he would
have six hours in the control room. Observe and work in the
control room with the control room operator or the Captain
or whoever may be in there. From that point on it would
just be evaluation by the Barge Master and control room and
control room and I.R.R. man bringing his recommendations
into the Toolpusher. If a job became available he would
have enough experience to probably go in the control room in
a matter of months.

Q. You are indicating to me that a period of time where he
worked a portion of the twelve hours, you said six hours
total, this would be?

A. We would relieve him. The Toolpusher would want him for six
hours to do his duties and then for the training, six hours
in the control room, you know, was a pretty good day.

Now, that can vary in time. It can be several months before
an opening came. It could be four months or six months, but
that's just a general training program on board the rig.

Q. We have received testimony that in one case a control room
operator underwent an orientation period. This was where he
spent a portion of the twelve hours for one week and then at
that point he stood watch on his own, is that the average
situation?
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A. No, that wouldn't be an average, but that's a possibility if
he had been working several months, a couple of or three
hours on his own time, that could be very possible.

Q. Now, would he during this orientation period, would he just
be an observer or would he actually manipulate the ballast
control system?

A. Well, he should have his observing time over with by the
time he worked this six hour thing, so only six hours,
probably be doing some of the chores, some of the duties.

Q. Was this a requirement that was set down?
A. Not wLitten down, but it is what would be safe, what the

Captain recommended, what the Toolpusher recommended, you
just need somebody to back up if the control room operator
got sick. You would need somebody there to help the
Captain.

Q. Now, in the case of a Master, a new Master, as far as
training goes, would there be any requirement that he
demonstrate knowledge of the ballast system before assuming
the duties of a Master?

A. On that particular rig, no.
Q. Wbat?
A. Ask that again. I would like to answer that again.
0. Okay. If you had a new Master coming aboard, would there be

any requirement that prior to his assuming duties as Master
that he demonstrate any proficiency with manipulating the
ballast control system?

A. Who does he demonstrate this to?
Q. This is my question; I don't know.
A. I don't have that, if he is coming from one of the other

rigs, one of the ODECO other rigs, which this Captain did, a
short briefing with him is about all I could help him with
or anyone else. If he has the right papers, he should be
qualified to look at the ballast book, study the book and be
able to ballast the rig.

Q. If a Master came aboard, brand new to the OCEAN RANGER would
there be any overlap period between his assuming duties and
the old Master he is relieving departing the rig? Is there
any overlap?

A. If it was necessary the old Captain would stay with him, but
if he would come as a full Barge Master with experience, no,
there wouldn't be any overlap.

Q. What was the normal case? Was there normally an overlap?
A. Normally not an overlap.
Q. Did anyone in your company keep a list of these lifeboat

men, those that were designated lifeboat men on the OCEAN
RANGER?

A. I didn't keep a list of it. I don't know of a list being
available. Again, I say that they weren't approved by the
U.S. Coast Guard, so I didn't really keep it in their
personnel file that they were qualified. Other than the
fact that when I interviewed them and when some of the other
people interviewed them we made sure we were getting
Canadians with some seaman time and qualifications due to
the fact it is hard to get both drilling experience and the
seaman papers.

Q. Mr. Gernandt, I would like to go back to the Coast Guard
Certificate of Inspection. Who is responsible for keeping
that current?

A. The Captain and myself.
Q. And yourself. Do you keep track of when certificates

expire?
A. Yes, sir.
Q. And in the case of the OCEAN RANGER, were you aware that It

had expired?
A. I was aware that It was run out on December the 27th, 1981.
Q. And what action did you take?
A. We had began to install a couple of lifeboats. Due to bad

weather and what have you we were running a little behind
schedule. We had talked with the Coast Guard and had them
set up to come up on the 16th day of February when we
thought we would have both boats installed and ready for
inspection. The reason for the delay was we could not get
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our boats in in time for the inspection. We needed them for
inspection due to the regulations. It may be a poor excuse,
but that's the facts.

Q. Were those new boats required by the Coast Guard?
A. There are new regulations that you had to have either the

lifeboats, well, actually what the new regulation was was
that the life rafts had to have davits and the rafts we had
did not have - we figured, I believe ODECO would make a
decision here in New Orleans that lifeboats would be much
safer than a life raft. We were putting on the two new
lifeboats. We could cover all people on board on either
side of the rig.

Q. So the new lifeboats were in lieu of these davit launch life
rafts?

A. That's correct.
Q. And your understanding is that the Master is responsible for

ensuring that the proper number are aboard the OCEAN RANGER?
A. That's right.
Q. And if there are the proper number or not, then he is to

inform you?
A. He is to inform me and I would get the people there, yes.
Q. Well, the Certificate of Inspection requires a certain

number of lifeboatmen.
A. Lifeboatmen, yes, sir.
0. All right. Would you know if the Toolpusher normally is a

lifeboatman?
A. He would have some training in it. I don't know if he wouldJ old the papers of being a lifeboatman or not. He may if he

got his certificate he would have one. Some have those. We
are getting them as fast as we can train them, get them
passed we are getting them.

0. Would you know on the OCEAN RANGER was a Toolpusher normally
in charge of the lifeboats?

A. Yes, he would be in charge of getting people in the
lifeboats.

Q. Well then to refine this is it the Captain's responsibility
in your view merely to remind the people uptown, namely you?

A. Right, that would be if he felt serious enough he could go
over my head if it was involving his license.

Q. But, once you know about it or the shore office knows about
it it becomes the shore office's responsibility to make the
necessary arrangements, doesn't it?

A. That's correct.
Q. Well, sir. You say the inspection was due the 27th. The

27th of December is when the old certificate actually
expired, wasn't it?

A. That's correct.
Q. And you did not obtain or seek from the Coast Guard an

extension, a formal extension of time for that certificate,
did you?

A. No, sir.
0. Now, in response to the pressure from the Canadian

Provincial Government, I understand that you had to have at
least 65 percent of you be Canadian nationality and that as
part of complying with that pressure and yet trying to have
qualified people aboard, you went ahead and hired Canadians
with some Canadian approved seaman documents, and then after
the fact, after you had already done it, wrote to the Coast
Guard to ask whether these peopi' could be considered to
fulfill compliance witn Coast Guard regulations?

A. That's incorrect. That letter was written the first of the
year.

Q. But you got no answer?
A. I had no answer for that letter.
Q. And you went ahead and hired the Canadian qualified people?
A. That was where the most pressure was coming, that's right.
Q. So that was not --
A. We wrote a letter to the ABS asking permission to use

Canadian certified which we received permission to do.
Q. The United States Coast Guard did not give you its

permission of use of Canadian seamen to fulfill U.S. Coast
Guard requirements, did it?

A. They did not give approval or disapproval.
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QUESTIONS OF FRANK JENNINGS

Q. Mr. Jennings, were you employed on board the OCEAN RANGER?
A. Yes, I was.
Q. Would you tell us for what period of time and where the

OCEAN RANGER was located during your period of employment on
board her, the period of time extending from June or July of
'76 until November or December of '81.

0. Do you have any professional qualification?
A. For what?
Q. Or such as a document ---
A. I have an AB's ticket.
Q. How did you happen to come into ODECO's employ?
A. Just saw an ad for a control room operator in the paper at

the period when I was looking for a job and I applied for
the job and they hired me.

Q. What position did they hire you into?
A. Control room operator.
Q. What kind of experience did you have before they hired you?
A. Absolutely none. I didn't know what it was.
Q. What kind of training did you receive for that job?
A. Before I got on board, none.
0. What did you first do then in that - you went aboard as a

control room operator.
A. Yes, I went on board and went to the control room. I walked

down there and the guy that was down there walked out and
left me with it.

Q. How did you learn the job?
A. Well, it stretches a point to call it on-the-job training.

What happens is you sit down there and if something starts
to go wrong, you call somebody and find somebody that knows
what it is. Hopefully before a big problem develops. It is
only a question of sitting down there and waiting for
something to happen and hoping you could find somebody that
knew what to do before anything bad went wrong.

Q. What did - who did you go to for help?
A. Originally the captain and the other control room operator

that was on board.
Q. How long did it take you to learn your job on the OCEAN

RANGER?
A. Probably it took 18 months to get reasonably competent, 18

calendar months which would have been nine months on board,
but I was still learning about it when I left. So, the
process was still going on.

Q. Well, the point that you thought you were competent,
describe what that means then.

A. Well, it means you can handle the day-to-day operations,
plus the ballasting up and down from drilling and transit
draft or the other way around.

Q. You mean independently without anyone helping you?
A. That's correct. Plus, you have to be familiar with how the

alarm systems work and how the barite systems and the other
ship's systems work.

0. Did you have any formal training with respect to that job?
A. I went to a stability school ODECO ran somewhere along the

line there for about four days. That would be the extent of
the formal training.

0. Who did you go with again?
A. ODECO ran it, a stability school here in New Orleans. I

think in '73.
Q. Other than this did you receive any additional training in

stability or stability calculations?
A. No, only insofar as I got a few books and read up on it and

I took a correspondence course in statics and worked out the
problem.

Q. Were these part of the classroom materials or ---
A. No,they were not. I got them on my own.
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Q. Well, have you had power, ever been loss of the board?
A. Yes, several times. The valves closed.
0. What were the reasons for loss of power?
A. I don't know exactly.
Q. To the board.
A. Well, the ship's power came off. We lost the plant. So, we

had no power except the emergency power. The battery stuff.
w. Was there any other reason why power was lost to the board
other than the ship's power was lost at the same time?

A. You could lose ship power and get power to the Board. You
could open those panels up and throw the circuit breaker
inside or somebody could throw the circuit breaker up in the
engine room. Those are the only two ways I know to lose the
power off the board.

0. Did you have any experiences when you were in an operating
mode when you lost power to the panel?

A. Yes.
Q. What was the result?
A. The valves closed and you just stay where you are until

somebody gets the power back.
Q. Did this include loss of power to the pump?
A. Yes.
Q. When power was restored did you have to do anything?
A. If you wanted to pump fuel you had to go down into the hulls

and reset a circuit breaker down in the hull because when
you lose power it would throw a split tie off down there.

If you lose power, if we are just talking about ballast
system, all you had to do was open the valves up and turn
the pumps on.

Q. So, you just had to restore what you had before?
A. That's correct.
0. With respect to the control panel itself, could you without

electric power operate the valves that controlled air to the
ballast valves?

A. I didn't know about that until yesterday. There was a way,
but I didn't know about it until yesterday.

Q. It was something you had never done?
A. I had never done it, no.
Q. Never seen it done?
A. Never seen it done.
Q. Who was you immediate supervisor?
A. I am not sure. I am really not sure how it was officially

organized even after five years.
0. Well, why is that? Would you get orders from different

people then?
A. Yes, you got orders from different people and sometimes they

were contradictary. It really is a matter of kind of trying
something and waiting to see who yelled and if nobody yelled
it was good. I really don't know how it was officially
organized.

0. Who might yell at you?
A. Anybody who felt like it. I guess the control room

operators were very low on the old totem pole, you know.
Q. Well, who would you commonly say, in the course of a week

get orders from to do something? How many?
A. Toolpushers, captains, drillers, anybody that wanted the

vessel listed one way or another for anything.
0. Well, if you were to take supplies aboard, would someone

say: Get ready to take supplies aboard and you do it?
A. That is the way that would normally work. Sometimes you

didn't get very much notice. I can recall several times
looking out the porthole and noticing we had a supply boat
tied up and they were passing a line down to him. So, I
called the crane operator and asked him which line he was
passing down so I could line up for drill water, whatever.
You got anywhere from a lot of notice to no notice on these
types of things. It came from, I don't know, the
toolpusher, drillers, captain, other control room operators,
roustabouts, whoever happened to notice it, the mud
engineer.
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0. Other than the operating manual you had there, did you have
any other instructions concerning your job that were
provided on the unit?

A. No.
Q. So, in learning your job you - well, who on the unit trained

you?
A. In the original case the captain that brought it over and

the control room operator that was on it when it came over
from Japan.

Q. During your experience on the OCEAN RANGER did you make any
mistakes while you were operating the controls?

A. A great many mistakes, probably more than anybody else.
Q. How serious were these mistakes?
A. Well, they weren't very serious insofar as they didn't cause

any damage or any down time or anything like that.
Q. Well, what kind of problems did you get yourself into?
A. Working the control board wrong and putting water where you

didn't want it to go, w'-ere it shouldn't be going or taking
water from the wrong place, setting up the control board
wrong. 1 used to leave S20 closed a lot when I thought I
was pumping out of the hole which wouldn't move any water
out of the hole, just get the pump hot, really.

Q. These mistakes were not caused, were they caused by lack of
knowledge or just by error?

A. In the original first, maybe year or so it was lack of
knowledge, was a big factor because I wasn't really sure
what to do. Later it was probably just a simple error.

Q. How did you keep these things under control and if you ---
A. Just have to be real careful and be aware of what should be

happening when, for example, you pump from a certain
combination of tanks. If it isn't happening there is
something going wrong.

0. What is the worst listing condition that happened as a
result of, maybe inadvertent actions on your part?

A. Probably a degree or so, maybe two.
0. So, these were minor operational errors that didn't amount

to any consequent ---
A. No, never caused any damage or any down time or anything

like that that I know about.
Q. During the five years you were aboard, how many captains

served on the OCEAN RANGER?
A. A whole bunch, somewhere around 15 or 20.
0. Mr. Jennings, you testified earlier about the fact that you

received no formal training before you went aboard the OCEAN
RANGER as a control room operator and that you had no
break-in period. Was that unique to you in your personal
experience?

A. In my personal experience it was not unique.
Q. What other incidents do you know of in that nature,

essentially untrained operator coming aboard with no
break-in period?

A. I was relieved by a guy who came on board and he was so
shook up by the fact that he was supposed to walk in and
drive, start operating it he left the rig the next day. I
don't know if he quit or just went to another rig or another
job.

Q. Now, you did tell us that you attended a four-day stability
school with ODECO. Just to put that in context of time,
what was the month and year you went aboard the OCEAN RANGER
to begin working as an operator?

A. It would be June or July of '76.
Q. What was the month and year when you got for the first time

any formal training on stability control?
A. I would have to look. It was probably in 1978, I don't

remember. I wouldn't recall the month at all.
Q. So, somewhere around a year and a half or two years

afterward you started working with the responsibility for
that on board the vessel, is that correct?

A. Just about that, yes.
Q. Now, you did tell us that you did some reading on your own,

you gave us the names of some books. Was that required of
you by ODECO?
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A. No, it was not.
O. Was it even suggested to you by ODECO?
A. No.
Q. Do you know whether at any time during your tenure with

ODECO that there were any formal prerequisites for hiring as
a control room operator?

A. No, I thought the first warm body available just got sent
out.

0. And to your knowledge was there any formal training program?
A. The only thing I know about in the way of formal training

would be the stability school I went to.
Q. Well, you did tell us that there were times when you would

be told in effect to break in somebody who had come down on
his own free time.

A. That's correct, sir.
0. Were you ever given instructions by ODECO as to the specific

areas within which you were to train these people, specific
tasks for which they were to be trained?

A. No, the instructions were very general, you know, just train
this guy.

0. Now, you have told us about the break-in or lack of break-in
period or overlap for control room operators. Did you have
opportunity to make any personal observations about any
overlap or break-in periods for relief captains?

A. Yes, there wasn't one. One guy walked off and the other guy
walked on. The break-in period occurred when they crossed
on the heliport, I suppose.

Q. Do you know whether all captains that came aboard the OCEAN
RANGER during your tenure had had prior experience on
semi-submersibles?

A. I know all of them had not had prior experience.
Q. So, the first time from your observation they walked aboard

their first semisubmersible and waved goodbye to the captain
they were relieving?

A. That's correct.
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OCEAN RANGER BIOGRAPHIES

1) Barge Master

Clarence Eugene Hauss
U.S. Citizen

Experience
Barge Master
Barge Master
Barge Master

Ocean Victory
Ocean Bounty
Ocean Ranger

Dates on Ocean Ranger - 1/26/82 - 2/15/82 - Barge Master

Licensed as Master of steam & motor vessels and any gross
tons upon oceans; Radar Observer.

Employment History
Second Officer Bethlehem Steel Corp.
Relief Master 12/56 - 1/11
Master Cacman Steamship Corp.

1/21/66-4/16/69
Stevedore Superintendent - Ranney Scarlett

2/73 - 3/73
Education

University of Maryland - Engineering 1943-43
USMS Fort Trumbull, Conn: Marine Officer Training

1945-1946

Toolpusher

Benjamin Kent Thompson
U.S. Citizen

Experience
Floorman -

Derrickman
Driller

Toolpusher

D/B Ocean Driller
Ocean Explorer
Margaret
Ocean Champion
Ocean Champion
Ocean Patriot
Ocean Champion
Ocean Pride
Ocean Patriot
Mr. Ctarlie
Ocean Patriot
Ocean Champion
St. Louis
Barge "A8
Ocean R-nger

Dates on Ocean Ranger - 1/15/81 - 2/15/82 - Toolpusher

Able Bodied Seaman Application - 12/11/79

Employment History
Roughneck & Driller Noble Drilling Company

Education
Grade School
Toolpusher Level - ODECO Training Course 8/6/81
The Prevention of Oil & Gas Well Blowouts -

University of Oklahoma - 2/29/77
Rig Team Management Program - ODECO Training - 10/2/79
ODECO Training - Comprehensive Well Control Training

97-M O-W2--k
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Control Room Operators

Domenic Huh Dyke
Canadfan Citizen

Experience
Roustabout 3 - 12/22/80
Roustabout 2 - 1/7/81
Roustabout 1 - 3/15/81
Control Room Operator - 12/31/81

Trained for Control Room Operator since employment on Ranger
12/22/80

No record of any marine licenses

Employment History
Roustabout
Roustabout

Sedco 706 - 5/80
Crosby Offshore - 4/79 - 10/79

Education
3 years - Thistletown
Waterloo University, Ontario - 3 years
D/D not graduate

Donald Joseph Rathburn
U.S. Citizen

Experience on Ocean Ranger
Shift Entry Roustabout
Roustabout 2
Control Room Operator

No marine licenses on file

Employment History
Self-employed

Education
Bryant College -
ODECO Training -
ODECO Training -

Electrician

Thomas R. Donlon
U.S. Citizen

Experience
Electrician

Time on Ocean Ranger

Ocean Ranger- 1/19/80-3/23/80
Ocean Ranger-
Ocean Ranger- 3/23/80-2/15/82

Lobster Boat

6/71 - 2/72
Beginning Roustabout - 2/80
Intermediate Roustabout - 3/80

Ocean Ranger
Ocean Bounty
Ocean Victory

4/8/77 - 12/30/79
1/16/80 - 5/5/81
5/21/81 - 2/15/82

No marine licenses on file

Education
Sumter Area Technical College - marketing
Cutler Hammer - Motor Control School - 1976
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Paul William Burse
Canadian Citizen

Had been on Ocean Ranger since 5/7/81

Employment History
Marine Electrician Canadian National

(Marine Division)

Education
High School
1 year Vocational Electrical School
College of Trades & Industry - Electronics

Course - 4/75

Rig Mechanic

George Leroy Gandy
U.S. Citizen

Experience
Rig Mechanic Ocean Ranger

Ocean Lancer
Ocean Victory
Ocean Prospector

Time on Ocean Ranger -
Rig Mechanic - 2/11/77 - 10/3/77

3/19/80 - 2/15/82

Merchant Mariners Document for Ordinary Seaman, wiper

Employment History
Diesel Operator, Motorman, Meco Operator, Baroid &
Cement Pumper, Hydraulic Mechanic, Barge Captain,
Jackmaster in Gulf of Mexico, Mexico, North Sea, and
West Africa from 1958 through 1973 - Reading & Bates

Education
High School

Other Biographies

Karl Thomas Nehring
U.S. Citizen

Experience
Captain
Barge Master
Barge Master
Barge Master
2nd Mate

Time on Ocean Ranger
Barge Master
Barge Master

Ocean Endeavor
Ocean Ranger
Ocean Bounty
Ocean Ranger
D/S Hurricane

6/20/80 - 7/29/80
3/6/81 - 1/14/82

Licensed as Master of Steam or motor vessels
tons upon oceans; Radar Observer 2/1/77

Education
High school
Basic Radar & Similar course
U.S. Department of Commerce - 6/23/76

of any gross
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Geoffrey B. Dilks
U.S. Citizen

Experience
Captain D/B Ocean Bounty 9/1/78 - 7/5/79
Captain D/B Ocean Ranger 7/6/79 - 3/15/8?
Barge Master D/B Ocean Victory 3/16/82 - Pres.

Time on Ocean Ranger - 7/6/79 - 2/15/82

Licensed as master of Ocean Steam & Motor vessels of any
gross tons; 1st class pilot of steam 6 motor vessels of
any gross tons upon Delaware Bay & River; Radar
Observer

Employment History
Navy - 1940 - 1946
6/63 - 1/70 - Mate/Captain - Army Engineer Sea-going

Hopper Dredge
6/77 - 11/77 - Captain, Offshore Supply Boat
5/78 - 9/78 - Captain on tug, oil barges
12/71 - 5/77 - Rig moving

Education
Rutgers University - 9/47 - 6/48 - Business Admin.

Frank M. Jennlngs
U.S. Citizen

Ocean Ranger Control Room Operator - 6/26/76 - 12/4/81

No marine license on file

Employment History
Seismic Analyst - 7/69 - 11/70
Operation, maintenance & repair of digital und analog

electronic equipment - 12/70 - 11/73 (this
included power supplies, controllers, computers,
tape transports, doppler sonar, Loran-C, Gyro
compass, Auto-Pilot.

Seismic Analyst/Technician on remote processing site -
12/73 - 12/74

Operation 6 maintenance of field electrical equipment -
6/75 - 6/26/76

Education
Middle Tennessee State Univ. - 1/69 - B.A. Mathematics
ODECO Training Course - Barge Stability - 2/27/78

Clifford L. Himes

U.S. Citizen

Ocean Ranger Control Room Operator - 12/1/77 - 2/15/82

Experience
Shift Roustabout D/B Ocean King
Shift Roustabout Ocean Scout
Crane Room Operator Ocean Scout
Control Room Operator Ocean Ranger
Control Room Operator Ocean Ranger

Able Bodies Seaman application - 5/28/81

Education
Central Texas College - 9/72 - 5/73 - Business Admin.
ODECO Training Course - Barge Stability- 5/15/78 - 7/78
Offshore Crane Operations & maintenance - 7/20/81
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Bruce C. Porter
Canadian' Citizen

Experience on Ocean Ranger
Roustabout 3
Roustabout 2
Roustabout I
Control Room Oper.

7/2/81
9/17/81
10/29/81
12/17/81

Education
Memorial Univ. of St. John's; B.A. 5/69 in Religious

Studies
McMaster Univ., Hamilton, Ontario - M.A. in Religious

Studies & social thought'- 5/71

Ronald A. Hoar
U.S. Citizen

Ocean Ranger Control Room Operator - 12/15/80 - 12/14/81

Experience
Shift Entry Roustabout
Roustabout
Control Room Operator
Control Room Operator
Control Room Operator

Education
High School

Donald R. Leger
U.S. Citizen

Experience
Floorman
Derrickman
Asst. Toolpusher
Toolpusher

Jimmie E. Counts
U.S. Citizen

Experience
Driller
Asst. Toolpusher
Toolpusher
Driller
Toolpusher
Superintendent
Toolpusher

Ocean Victory
Ocean Victory
Ocean Ranger
Ocean Voyager
Ocean Endeavor

1/27/66 - 11/4/66
11/5/66 - 11/11/68
11/15/74 - 1/19/75
1/20/75 - 2/3/82

9/9/73 - 4/3/75
4/4/75 - 5/13/76
6/29/78 - 11/7/80
11/8/80 - 12/18/80
12/19/80 - 10/4/81
11/5/81 - 3/25/82
3/26/82 - Present
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.I I-K$1 = ;19W OT OF TRANSPORTATION
COMMA1DANT(KVI-2)

R JjT. STA TES COAST GUARD u S COAST GUARO

WASWINGTO% DC19 !69 l20591

SKnY 12-69
__________. _ ___.~__1~_T1- 12 DEC 69

tAVIGA.3 ON1 M-631" "G6G!H0H CIRCULLB NOa. 12-69

Subj: Special kamination In Lieu of Drydoaklin for Large Mobile
Drilling Units

1. Purpose, To set forth prooduree to be used vnen coaducting an
eXAmination in lieu of djydockIng on large aohile drilling units. Tkis
circuLar does not establish a new requ.irement but is intardod to provide
u onifom procedures for an existing requiremnt.

2. Diusasons In recent years, certaI types of obi.e dzilling units
have been built and certificat4d which are so large that tiey cannot be
handled by any existing drydock facility. These units have not been
exempted from the routine drydock requirements of the regulations under
which they were certificated. In view of the above, a special examination
is required to provide the information normally obtained during a drydock
eXnaxtion.

3. Action, Special exaintions in lieu of drydocking will be caducted
in accordance with the procedures set forth in enclosure (1) insofar as
they are applicable to the unit being examined. The Interval between
eainati n wil be as specified in the applicable regulations. Until.
such time as the Coast Ouard offers inspection service at overseas locations,
it is the responsIbility of the owner to conduct a iuaination in accordance
with the procedures set ferth heroin in case wh"re a drydock examination
beoom due while the vesel is operating at an oversee locatim. The
remlts -of this o%ar conducted smsiation shall be entred In the vessels
log book.

B CA7,Jr.
Ccptaix, h. S. Coat Guard

Rad: (1) Itamination Preurs Ac Chi Office of feTrcant Minad SAl t

Di.t: (SDL No. 89)
A: None
Bt 0(45); c(10); q(6); ec(3); bp(i) -
C: &(4); 0(2)
D: 1(2); k(l)
I: o(2)
1, None
List 112-155



401

- M ")" TO NAVIGATION AND WSM II3y3rIu cJLtULR W. 12-4

.AY.N.T1ON PROC 2DC 69

1. The purpose of an examination of the underwater body is to make an
evaluation of the condition of the hull and its fittings. Of primary concern
are the effects of corrosion, and hull damage. If these are not detected and
corrective action taken, they could lead to reduced strength and lo8 of hull
integrity. Insofar as is practicable, the special examination in lieu of
drydocking shall be conducted using the same procedures as in a regular dry-
docking examination. The guidelines contained in the current Notes on Inspec-
tion and Repair of Steel .ulle are applicable. Special procedures neceesar7
because of the nature of these vessels are discussed below.

2. In lieu of drydocking, large mbile drilling unite shall be placed in their
ligbteet draft condition consistent with adequate stability. The area above
this waterline shall be examined by traditional means. Particular attention
hall be paid to areas of high street such as Joints of structural meoes .
The remains sukm rged area of the hull shall be inspected by independent
divers acceptable to the C0. In addition, underwater television shall be
deployed to give a visual presentation to the inspector. A pemanent mgp etic
tape record of the TV presentation shall be retained, by the owner, until the
next examination. The hull hall be cleaned to the degree necessary to allow
an adequate determination of the hull condition. The underwater area of the
hull shall be thickness gauged to the degree necessary for the OCCI to ascer-
tain the condition if the hull. This gatin may be accomplished either by
underwater ultrasonic testing, or by ultrasonic testing internally. The
method and procedures used in the ultrasonic gauging shall be acceptable to
the OCKI. Fittings which penetrate the hull shall be given the same examination
as is accomplished at a regular drydocking. All internal compartments hall be
entered and visualy examined.

3. If acceptable to the OCKI, at every second examination, the owner may have
the examination conducted while the unit is at its working draft. This
examination shall be conducted as above with the following exceptions:

(a) The hull gauging will, of necessity, have to be accomplished using
underwater ultrasonic tochniqwus.

(b) In addition, a representative member of welds in high stress areas
shall be examined using underwate ultrasonic technique acceptable to the
OCKI. Records of indications, such as sketches of detected flaws, will be
maintained in sufficient toam to be used for comparative purposed during
subsequent inspections.

(a) The only internal compartments required to be entered a examined
at this exaunation will be those which can be made accessible in the working
conditions

4@. - Prior to the examination, the owner shall submit an inspection plan to
the CCXI for his approval. The plan shall set forth the draft at which the
unit is to be examined, the divers to be used, method of visual presentation,
method of underwater cleaning, method of gauging, the locations that are
to be gauged, the bull fittings to be opened, compartments to be opened for
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ENCL3OS (1) TO NAVIGATION AND YIEL INSPECTION C LA. NO. 12-6v
I 2 DEC 9

examination, high stress areas to be examined, and the method of examining
welds in high stress areas. The OCKI may request the assistance of the
appropriate KOT Office in reviewing the inspection plan.

5. Prior to the conducting of non-destructive tests, the inspector shall
satisfy himself as to the calibration of the equipment being used. Comparison
with the original plans and previous test results will be necessary to
determine criteria upon wtch to base acceptance or rejection of hull conditions
at the time of inspection. Therefore, the 0CM1 shal retain the results of all
tests conducted.

6. Inasmuch as this examination requires mre planning and discussion between
the owner and the OCMI, than does a routine drydocking, arrarngenta snould be
made as far in advance as possible. If repairs to the underwater hull are
required, it is the responsibility of the owner to propose an acceptable
method of repair.
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bOOKLET OF OPERATING COiDITIONS

FOREWORD

THIS BOOKLET IS FOR THE GUIDANCE OF THE OPERATING PERSONNEL*

AND IS A REQUIREMENT FOR CLASSIFICATION BY THE AMERICAN

BUREAU OF SHIPPING AND FOR ISSUANCE OF A LOAD LINE.

THIS MODIFIED BOOKLET IS A REQUIREMENT ALSO OF THE UNITED

,TATES COAST GUARD UPON U.S. REGISTRY.

THE CONTENTS ARE INTENDED:

I, To AIU THE OPERATING PERSONNEL IN MAINTAINING-THE

BARGE IN A LEVEL AND STABLE ATTITUDE BY INDICATING

ACCEPTABLE FORMS OF LOADING FOR NORMAL CONDITIONS

AND DETAILING CALCULATION METHODS.

II. To INDICATE MEASURES NECESSARY FOR SAFE OPERATION

OF THE BARGE, I.E., PREPARATION FOR TRANSIT, DRILL-

ING, MOORING, STORM, ETC.

II. To INDICATE REMEDIAL MEASURES AND PRECAUTIONS IN

CASE OF SERIOUS DAMAGE.

*THE BARGE MASTER IS THE "BARGE MOVERS AND IS IN COMPLETE

CHARGE OF THE UNIT WHILE IT IS BEING PREPARED FOR A MOVE

AND IS IN THE PROCESS OF MOVINg, THE BARGE MASTER IS RES-

PONSIBLE FOR THE STABILITY OF THE UNIT AT ALL TIMES,

J)URING ALL INDUSTRIAL OPERATIONS, THE TOOLPUSHER IS DESIG-

NATED AS THE PERSON IN CHARGE OF THE UNIT, HE BECOMES

PERSON IN CHAReE ONCE THE UNIT IS RELOCATED.

THE U.S. COAST GUARD REGULATIONS STATE THAT IT IS THE RES-

PONSIBILITY OF THE PERSON IN CHARGE TO

(1) Ensure that the provisions of the
Certificate of Inspection are ad-
hered to; and-

(2) Be fully cognizant of the provi-
- sions in the operating manual

required by 109.121 (of the
regulations, i.e. this booklet
is referred to)
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SECTION INDEX

QDATA PROVIDE

A. PRINCIPAL PARTICULARS OF BARGE AND LImITS OF SERVICE

6, VERIFICATION OF LIGHTWEIGHT AND CENTRE OF GRAVITY*

C. INSTRUCTIONS FOR CALCULATING STABILITY AND FOR

ACCEPTABLE LOADING UNDER NORMAL CONDITIONS*

D. BLANK FORMS FOR-CALCULATING STABILITY IN ANY

CONDITION

E. SAMPLE STABILITY CALCULATIONS FOR DRILLING. TRANSIT

AND SAFETY CONDITIONS*

F. MAXIMUM ALLOWABLE KG (CORRECTED FOR FREE SURFACE)

G, TANK CALIBRATIONS*

d, YDROSTATIC PROPERTIES

I. ARRANGEMENT AND CAPACITY PLANS*

J. CLOSURES OF WATERTIGHT COMPARTMENTS AND PUMPING
- ARRANGEMENTS*

K. MEASURES FOR SAFE OPERATION

L. dAMAGE FLOODING COUNTERMEASURES

ri, JOORING ARRANGEMENT, PROCEDURES AND CHAIN TENSION DATA

Z. ALPHABETICAL INDEX

* SEE INDIVIDUAL SECTION INDEX



VESSEL ClARACTEI{ISTJ CS

LENGTH OVERALL (OVER ANCHOR BOLSTERS) ---------------------- 408.2 ET

LENGTH MD. BOW TO CENTER OF RUDDER STOCK -------------------- 393.75 FEET

BEAM OVERALL (OVER ANCHOR BOLSTERS) ----------------------- 298.4 FEET

BEAM (MOULDED) --------------------------------- 262.0 FEET

DEPTH TO UNDER-SIDE OF UPPER HULL GIRDERS -------------------- 130.0 FEET

DEPTi TOBOTTOM OF LOWER DECK- ------------------------- 131.5/134.0 FEET

DEPTi TO TOP OF UPPER DECK --------------------------- 151.5 FEET

DEPTi TO DRILL FLOOR ------------------------------ 175.0 FEET

DEPTI TO TOP OF DERRICK (ABOUT) ------------------------- 364.3 FEET

MAXIMUM OPERATING DRAFT (AFLOAT) ------------------------- 80.0 FEET

MINIMUM OPERATING DRAFT (AFLOAT) ------------------------- 45.0 FEET

MAXIMUM TRANSIT DRAFT--------- -------------------------------------- --- 30.0 FEET

CLASS: AMERICAN BUREAU OF SHIPPING AMS + Al@ COLUMN STABILIZED DRILLING UNIT

UNRESTRICTED OPERATION IN FLOATING CONDITIONS

OPERATING WATER DEPTH (RATED WITH 1,650 FT. CHAIN & 5,600 FT. WIRE)-------- 1.500 FEET

OPERATING WATER DEPTH (RATED WITH! 3,100 FT. CHAIN & 5.600 FT. WIRE)-------- 3,000 FEET

, LIGHTWEIGHT AND CENTRE
SECTION B SEE PAGE 07

ENVIRONMENTAL APPROVAL FOR STRUCTURE- - ---------------------- SEE PAGE A2

ENVIRONMENTAL LOADS ON ANCHOR CIAIN- ---------------------- SEE SECTION M

124.4 M

120.0 M

91.0 M

79.858 M

39.624 M

40.081/40.843 M

46. 177 M

53.34 M

111.0 M

24.38 M

13.72 M

9.14 M

457.2 M

914.4 M

0



ENVIRONMENTAL CONDITIONS FOR WHICH THE STRUCTURE
OF THE UNIT HAS BEEN APPROVED BY A.B.S. :-

DRAFT

55 FT.-80 FT.

55 FT.-80 FT.

WAVE HEIGHT

110 FT.

65 FT.

PERIOD

15 SEC.

CURRENT

3 KNOT

9 SEC. 3 KNOT

WIND VELOCITY

100 KNOT

100 KNOT

LIVE DECK LOAD

4000 L.TONS

4000 L.TONS

TRANSIT MODE - See Page K 1, Par. (1) and (2c), and Page

Instructions to Counter Severe Motions.

DRAFT

UP TO 30 FT.

K 3 for Ballasting

LIVE DECK LOAD

3650 L.TONS

ALL MODES - Steel Structure suitable for temperatures not less than -300C.
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0. RANGER

EMERGENCY PROCEDURES

SECTION I INTRODUCTION"

1.1 OJECTIVE

The objective of this manual is to provide Odeco's Toolpusher with
guidelines for procedures in case, of severe emergency. rt is recog-
nized that every situation will require to be dealt with in accord
with conditions prevailing ai the time and that those persons in
command will have to use their initiative on action to be taken.

12 --- bS

Each paragraph, where appropriate, instructs that drills are to
be carried out at certain intervals and recorded in the Ocean Ranger's
Log Book. Such drills, in addition to normal blowout preventinn
drills are mandatory.

1.3 EQUIPMENT CHECKS

Each paragraph instructs on checking of safety equipment. Such
checks are mandatory and shall be recorded as carried out in the
Ocean Ranger's log Book. The alirm system should be checked
at each drill and technical performance checked at least every
14 iays.

1.4 ITIER SAFETY PROCEDURES

Safe working procedures are laid down in the Odeco Drilling of
Canada Safety Manual, a copy of which should be given to every
emplo%'ee. Other regulations regarding Safety. Health, and Welfare
sill be posted as required by Government Order on the Notice
Soard in the Main Accommodation passageway.

1.5 ALTFRATIONS TO PRCCEDURES

IJo alteration or addition should be made without the approval of the
Ocean Ranger's Operational Manager

1.6 TRAINING OF PERSONNEL

All personnel on board the rig are to familiarize themselves with
the location of equipment and their station in event of emergency.
The Safety Engineer (I.R R.) will familiarize all personnel with
safety equipment.
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1.7 %1!SJITO3RS

visitors should -e rc-questrd to re.J Lh muster list (Station Bill).
familiarize t:*e.- elves with their assembly paint in case of emergency
and acknowledge :heir understanding by signing the Visitor's Register.
The Safety Engineer (I R.R.) will familiarize all visitors with safety
equipment and obtain signatures,

1.8 COVMLNICATIONS

In addition to the hasic alarm signal Odeco's Toolpusher should pass
information to all personnel as soon as possible via the public
address system It is important to make all personnel aware
i.1 the nature of the imergency and what action is to be taken. it.e of
the public address system should be practiced at all drills
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SECTION 2 FES3PP'1LIT!ES,

2 1 OVERALL PYSPONSIBILPrY

O, ico's Toolpusher has overall responsibility for all personnel
s.,fetv and safety of the drilling unit.

2.2 1); -'PI.AY OF ODECO'S TO('1.P:S1ER'S NAME

Tli- name f the Toolpus!her on duty is prominently displayed on
a hoard in the Messroom

SECTION .IRF-

3.1 A i a% RM

A'.,rt indicating a substantial fire on board the rig is given
!, fundingng of General Alarm for 15 second bursts with 5 second
silent intervals. Location of Alarm Buttons are indicated on
the S fety Plan in the main accoemodation passageway.

3.2 FIRE RILLS

3.2.1 Fir,, drills shall be conducted not less than once per week.

3.2.2 All personnel are to respond to fire drills.

3.2.3 The Station Bill indicates where each man shall go and the action
he .hould take. Life jackets shall be put on.

3.2.4 The Standby Boat shall be advised and will proceed to the immediate
vicinity of the rig prepared to give assistance.

3.2.5 The Safety Engineer will don breathing .apparatus and prepare the
oxygen resuscitator for use.

3.2.6 Control Room Operator off duty will don breathing apparatus and
stand by at his station.

3.2.7 One person designated by the Odeco's Toolpusher shall don the
protective suit and stand by at the side of the Helicopter Deck.

3.2.8 Odeco's Toolpusher-may appoint Fire Fighting Teams who will receive
special training and be allocated to designated stations. Notice
of such teams and their posts in event of fire will be posted on
the Installation Notice Board.
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SECTION: 'MAN OVE BOARD"

5.1 /.IAF
oc.urding of I.e-i,r .' 1 ',jr for 15 ',,,,ond bursts with 5 S cOMn,!

'vi,.n. intervals i. .- t icon of Alarm Buttons are indicated on
thP S4ety Plan in tr,. main accomt.odation passageway.

5,2 ACTION IN EVENT OY "M\N OVERBOARD"

5.2.1 Oerson observing intidrnt to keep close observation of man who
has fallen overboard and to shout "man overboard".

5.2.2. Person hearing observer shout to sound General Alarm as for fire,
then to give assistance to observer.

5.2.3 Launch a lifebuoy as a marker.

5.2.4 Call Stand-by Vessel to assist.

5.2.5 barge Master to clear rescue boat for launding and alert crew.

5.2.6 Radio operator to cail for rescue helicopter and call vessels in
vi:inity if necessary.

5.2.7 Alert Crane drivers.

5.2.8 I'reparP personnel bislet for use.

5.2.9 Alert Safety Engineer.

5.2.10 An person having [llen overboard will, after being recovered, be
sent ashore as soon as possible for a complete medical checkup.



417

SECTION "-'-! STOKM ,l20:.

6.2 T -?ARATONS FOR STot':s

2'..vero s:orm mPas-r,.s f-ir dritlinp ani transit modes:
Iarticjlar .1ttentton nm.st be paid to weather forecasts
it all times

h. )ril, water m.:y I), drained to lower hull tanks in event of
severe storm if nc.ssary.

c, All deck Leads ind the derrick items should be secured.
The traveling block should be tied to the rotary beams
ard a strain of 30 000 lbs over-weight taken.

d A!l equalizing valves on mud pits to be closed,
r. All equalizing valves on deck tanks must be closed.
I All watertight doors and weather doors to houses must be closed.

6 3 !;VERE STORM MEASURES - IN TRANSIT ONLY

If the motion of the barge while on a major ocean tow exceeds that
indicated by "curve of critical angles and periods of roll and pitch"
located in A .S Stability Booklet. the barge should be ballasted
down to survival draft and/or change rig direction. in order to rrdite
Lr not ion iln irticttiral -trcsses The rig's structure is the
limiting factor. similarr action should be taken if excessive slapping
or viration i. o-,porienced on the rig.

6 4 dt'r. STORM MASI'.ZFS - 'lAIA.STED ON LOCATION ONLY

After essential pumping has been completed the W.T. covrs to
Propulsion Puamp Room vents should be closed.

S Under exceptionally severe storm conditions the barge should do-
ballast to survival draft as per A.B.S. Stability Booklets caculations
to increase air gap below deck.

6.5 CRITERIA FOR SUSPENSION OF DRILLING

. PURPOSE

Each vessel has its own specific way of reacting to given storm
conditions Furthermore no two rigs ever have the same tinder-
water equipment p.acukagc. Therefore no hard and fast rules can
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6r laid down for coping with heavy wrath'r. To n largi vxtv.nt
the operating of a rig with maximum safety and minimum non-

drilling time iefp-.ls on the skill, experience and judgment
of the Operator and Contractors personnel aboard. The Heavy
Weather Policy i.. governed by four main criteria.

I. Minimize the risk to personnel
2. Minimize the storm damage to the vessel.
3. Minimize storm damage to underwater equipment.

At all times to ensure the security of the well, thus
minimizing the possibility of pollution.

0

There are three Phases to the Heavy Weather Policy:

Phase I - Stop drilling operations and hang off drill string
Phase 2 - Disconnect the Marine Riser
Phase 3 - Evaciation of Drilling vessel

b. PHASE I - HANGING OFF

As a general rule, if any of the following criteria are
reached, drilling operations will be suspended and the drill
string hung off in the well head:

(I) Vessel motions and/or prevailing weather conditions are
such that it becomes difficult and/or hazardous to personnel
to make connections,

(2) The significant heave of the rotary table reaches 6 feet
and/or maximum heave reaches 10 feet.

(3) The maximum angle of the lower ball joint reaches 4 degrees.
(4) The mean line tension of the highest loaded anchor reaches

75% of the test tension

c. PHASE 1I - DISCONNECTING

The consequences of disconnecting too late or not at all can be
disastrous. On the other hand. disconnecting too early will
result in a loss of drilling time. In the long run this loss
is not as expensive as the cost for replacing the riser system.

The marine riser should be disconnected from the B.O.P. stack
whenever the following criteria are reached, or whenever the
Operator Toolpusher or Odeco's Toolpusher has reason to believe
they will be reached and/or exceeded in the near future.
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The signi ficanr heave of the r-otary table reache. A-10 feet.
ial/or tht, maxiinr hiavt reaches 15 feet with an expected

fLi rther dotcr i'irn t i,,n nf thtt weather. \

I2) Tho. mayi,m,,n imtwl of t',e lower ball joint approached 10
decrees

(Jj The mean line tension of the highest loaded anchor reaches
half of the chain/cable break strength.

NOTE: In good holding ground the anchors may be able to hold
considerably -ore than tbe test tension which is limited by
the pull available , at the winches,

NOTE" After having experienced a bad spell of weather. consid-
eration should ., given to pulling the marine riser and check-
ing it for crack- prior to continuing the drilling operation.

d. PIRASF II - EVA('t'ATION

It should be noted that Odeco's Toolpusher is responsible
for any decision to abandon the rig.

For any storm with forecast winds of 100 m.p.h. or more,
consider evacuation of personnel and act as follows-

. Confirm forecast, alert Contractor's Shore Base Manager of
environmental condition.

2. Request additional forecast from appropriate Weather Center
for rig location at 3 hour intervals.

3 Review the present and past sea conditions to determine if
they are rising or falling and to determine what effect the
storm is likely to have on the sea conditions.

4. Determine if sea and wind conditions will permit a safe
evacuation.

'. Determine if evacuation is necessary or possible.
6. Discuss with Cont-ractor's Shore Manager, and mutually decide

if Evacuation i. necessary or possible.
7. Review procedure for rig evacuation with Barge Master.
8. Prepare rLg for total evacuation.
9. Check on availability of tug boats.

V). As conditions warrant

(i) Evacuate non essential personnel
(ii) Evacuate all personnel except skeleton crew
(iii) Complete evacuation
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I. F.,implp of a rk, le on crew-

'd r-co ' To,,-I I ch. r
EXjrLt Master
Assistant [tri LIt r

r, rilling Crpw
Sa.tty Engine.r

radio OperatorIe AII er
ELectrician
mechanic
4:aterers
Crane Driver

The total amount of people in a skeleton crew must not exceed
the passenger uplift capacity of either I or 2 helicopters.
This must be checked with helicopter service, considering the
prevailing weather conditions and the distance involved.

Practically, evacuation should not be carried out as long as
the rig stays on location. If the anchors are dragging or
anchor chain/cable break, then evacuation should be considered.

6 A PROCEDURE POR IIANCING-OFF
1. Stop drilling, circulate bottoms up, if time permits.

Spot good quality mud over whole open hole section. if
practical and desirable.

2. Pull bit to casing shoe plus distance from rotary table to
sea bed.

3. If tripping run or pull as much pipe as possible to get the
bit to the point, which is the same distance above the casing
shoe as the rotary table is abovethe sea bed.

4. Install the inside B.O.P. on the string if the bit is
inside the shoe.

5. Pick up the drill pipe hang off assembly, make up to drill
pipe. Run in using bumper subs.

6. Land string in well head/B.O.P. stack.
7. Close bottom pipe rams if applicable. Close wedgelocks.
8. Back out running string and pick up running string approxi-

mately 30 feet.
9. Close blind rams, if applicable.

10. Displace mud in marine riser to sea water.
11. Pull out running string.
12. Secure pipe in derrick. Secure all loose equipment on floor

end pipe rack.
13. Make following preparations for disconnecting:

(i) - Install riser spider on rotary table.
(ii) Install riser/diverter handling tool in telescopic

joint. Close elevator on handling tool. Disengage
diverter lock down dogs pick up inner barrel a foot
or two. Land inner barrel and lock inner barrel again.
Keep elevator on handling tool.
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14 Anchor ,n,-. should only be reeled out when the mean
tension Le.v, I in the highest loaded anchor line (s) exceeds
350.000 lbs. In this case anchor lines should be reeled
out to distribute the storm load more equally over the
lines in tht. rtorm sector. In order to' accommodate
this maneuver, ensure that approximately 200 ft of cable
is left on all anchor winches when anchor position
is finalized.

15. If step 14 is carried out then, if possible, attempts
should be mnde to preserve the integrity of one or
more guide lines. For this reason, when rigging/
ordering guiile line' wires, ensure that they exceed their
fitted length bv 25% of water depth. This spare line
to be loft on the drums, which are to be arranged in such
a way that in the event of emergency, the excess wire
may be oasilv reeled out in a controlled manner.

b. PR'ICE[IIRE FOR RECONN CTINC,

I.

3.

7.

9.
10).
Il.

Reposition bar-,, over the lower stack using vessel position
indicator and T.V
Inspect lower stack with T.V.
Adjust Rucker pressure to value required for reconnecting.
Set guide in, tension to 6,000 lbs.
Ensure Riser connector is still in unlatched position.
Lower Riser on stack. Collapse telescopic joint immediately.
Run and lock pods to stack.
Latch on Riser connector. Observe with T.V.
Land inner barrel. etc.
Set Ruckers to the required operating pressure.
Test choke and kill lines to the required pressure.

NOTE: To minimize damage to the underwater equipment the Riser
should be reconnected when maximum heave is 3 ft or less
and the roll and/or pitch are less than 1 degrees half,
amplitud,.

For connecting the stack to the wellhead those figures
are 5 ft maximum heave and 1 degrees roll and/or pitch, half
amplitude.

6.9 PROCEDURE FOR RE-ENTERING THE HOLE

1. Pick up running string with bumper subs and run to approxi-
mately 30 feet above the blind rams.

2. Circulate riser to mud via drill pipe. Circulate choke
line to mud.

3. Check annulus pressure through kill line.
4. Open blind ra1:is

Stab running string and connect up.
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l I os-c t,'p ti ,rj I *s t -qr II i f , .tr.ri ,.t. in'tI.,
pipe r.i, , I. ' i only Open l'ott,'m pi,- ru . ' -

ch:ck well pr -.r, through choke line.
If not okay, ki I I-Il with constant D P. pressur, mtthol
If okay, pill inning string, remove hang-off assembly, etc.

I Run to botrO. cir:.!ate: once around.
Continue drillijnj orinraLions, or do a standard B.O.P
stack test fir t drpenhng on duration of W O.. time

I! If heavy r-ini:" over long intervals has to Le done in order

to get bach r , ,ttiri remove stabilizers first.

%CTION 7 AF. ,\i :'1. 1,n/CAPL I.'. .c:'_AFT STT! A-ION

I GENEPAl

In th i' -ror odure. it is ,,r , t' d I t the r .er has ,iIready her-a
discon'",-cd , s a nryriiaI o' rn ,perat ing procedure .

2 ACTION W$FN 'IIATN/CARL" " "

.2.1 When i breakage occur,;,t it-, (.1pt.air ind Oico's Too!pusher to hi'
irediatoly advised,

.2.2 large t'aptain to imtediar.,lv ascertain intact mooring tensions.

.2.3 WindwirJ mooring tensions r,) be reduced by paying out leeward chains
to the extent which the Barge Captain shall determine.

1.2.4 if conditions are such that it is feared further breakages may
occur re,,lting in an "adrift" situation, Odeco's Toolpusher riil
call .-or rtg or tug/supply buat assistance as soon as possible.

'.3 ACTION IF ALL HOORINC I.NYS PART OR RIC IS ADRIF'T

3 3.1 Tug asisrtnce to be c.,l,'Il

3.2 Ve si, , and platf, .:- wi, w ic may b' h zarded in rh,, vicinity to
he a o-V f t itol .jntr'n

3.3 If w' rlinditions ,ezmtt valuationn helicopter to be summoned and
crew ) issot hal for , rrtin,, rig to be tahen off.

1.3.4 Pro-.l~re locally estahlishv' in area of operation for advising
Coast ,Xi;ar.l and other .othc'rtins to be implemented.
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7.3.5 I r. is adrift 11,.- ' hr.aAt of tuig tow while making transit
vcr.a.g ..nchorinp 4httil I not b4, attempted unless a potentially
h.,zar,hdks situation in-, lvine. lee shore, ocher installations in
vicinity or rig is rnv: -, towards vere deep water where anchoring
i. not possible

7 3.6 If anhoring is to bo tripted it i-, emphasized that loads on
ar-hnrs and chain oiust b- inplied gradually by careful application
ot the windlass band bi ike Any sudden application of load by applying
thc winch 'stops" will irnevitably result in a chain/cable breakage
at, ti,ir loss of anchor,

NO7E: One mooring lin. will not secure the rig under extreme storyr
conditions. It will b,. necessary to pay out two mooring lines and
allow to ride on windless brake until both anchors are taking load and
r.,; has stopped moving through the water. At that time. winch 'stops'
may be engaged. If wind backs or veers action will be required to
equalize chain tension as rig changes heading from anchors.

NOTE- In extreme emergencies, the unit's own propulsion should be
considered for steering the vessel clear of danger, if mooring
ch.in(s), wire rope(s) or other items.ule near aft columns, care
should he exercised. However. due to strong environmental forces
experienced during a major storm and the large wind area of the
vessel, the rig's propulsion may prove to be of little help except
tj vivo basic direction.
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SECTION , AiAN'N PLATFC" R.M

8.1 AI ,

8.1.1 Alan - indicatsn. i , . ihl,- Abandon Platform situation is g iven

h% continuous sow;%v of the GCeneral Alarm. Locations of CGn.,ral

Alarm Hutton are i icate~ l on the Fire Appliance Plan located in
the M.ain Accommodati.n Passageway.

8.2 ABANDON PLATFORM kli.I.S

8,2.1 Aandon Platforn drill shaif be conducted not less than once a
week.

8.2.2 All personnel are to respond to Abandon Platform Drills.

8.2.3 The Station Bill indicates where each man shall go and the duti's

he shall perform. Life Jackets shall be put on.

8.2.4 The Stand-by boat shall be advised and will proceed to the imnt-di.ti,
vicinity of the rig prepared to give assistance.

8.2.5 At each drill, one survival craft will be prepared for lowering.
th, ,-ngine strtcd and all systems checked.

8.2.6 At each drill the portable distress transmitter is to be tested
and personnel l to hr instructed in its use.

8.2.7 Personnel are tI b instructed in evacuation by helicopter including
the 'ise of the helicnnter winch hoist and harness.

8.3 LTE SAVING EQVIVI ,IPNr

8.3.1 !.octinin of applion-os is indicated on the Safety Plan.

8.3.2 All personnel will familiarize themselves with the location .=t,
op.-ration of Life Saving Equipment.

8.3.3 Barge Captain will ensure that personnel in charge of Survival Craft.
Rescue Craft and Liferafts are familiar with the operations of the
equipment.

8.3.4 Survival Craft will be lowered in davits and recovered during suitable
weather and all systems checked for correct operation at least once in
every eight week period. Such checks shall be recorded in the
Ocean Ranger's Log Book.
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A 3 ess to ill. ifev Saving Equipment shall be kept clear of
oLStrmctions at all tires.

.? " are (autai will ensure that all personnel lifesaving
,,qujpment, lifh.elts, flares, rockets and other equipment are
in their allocated place and in good condition, within date
limits where applicable, at least every eight weeks. Such
inspections shall be recorded in Ocean Ranger's Log Book.

8 . ACTION IN rvENr or PLATFORM ABANDONMENT.

8 t Tie decision to prPpare for platform abandonment shall be made
,. the, OdPcos' Toolpousher.

.2 hjndoi Pl.ittt,-i Alarm shall be sounded by Odeco's Toolptisher
--r by a person directly instructed he the Manager to sound the.
a i1rm.

8 4. All persons will assemble with their life jackets on at appointed
nationss. Wannest possible clothing should be worn.

8. - f' Radio Operator will advise Stand-by Boat and the Air Sea
',scue Services, and such other services as designated in

,vernnental or Operator instructions, of the possibility of Plat-
lorm Abandonm..nt, giving Name of Installation, Position, Weather
,onditions. and reason for planned abandonment

8. ' ,deco's Toolpasther will de..ide if complete, or partial evacuation
leaving skeleton crew, is to be carried out and will advise all
parties via the kiblic address system.

9 4 In the event -if complete abandonment, Assistant Toolpusher will
,nsure that the well is secured. Rig Mechanic will ensure bhat
all mair.powrr plants are shut down and emergency systems are
functioning on tin' batteries. Rig Electrician will assist Rig
Mechanic, and will ensure obstruction lights are functioning
correctly Control Roos Operator will en ure all ballast and
s a inlet valves are closed; he will also ensure all W.T. doors
are closed

8 4 Radio Operator, in the event of complete abandonment will transmit
May 5av signal and before leaving his post will activiate the
emergencyy autrymatic distress signal transmitter. He will carry the
Portable Distress Transmitter with him to his survival craft.
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8.4.8 Stirvival Craft will .nt be lowered to water until all personnel
scheduled for that Craft have been accounted for by Person in
Charge.

i.4.9 Aftr evacuation o! the rig, survival craft should he driven clear
af any hazard .nd prferably proceed to the Stand-by Boat, or, if

this is not possible due to prevailing conditions, attempt to remain
grouped together as near the location as possible.

8 4.10 If for some reason, a survival craft cannot be used, recourse must
be nade to the inflatable liferafts. All personnel having to leave
th rig should ensure that a liferaft is available in the water,
inflated, for then tn reac; and board.

R.4.11 In the event of ,,v.cuation of part of the crew by inflatable
it( raft. th' ntihr s,,rvival craft shall endeavour to collect th,

,nflatable craft iti pick up survivors in water wherevr thoy
do not risk placing , themselves into a dangerous situation.

8.4.12 Stand-by Boat will endeavour to recover survivors and wilt keep shor,'
based authoritie< .mnd other vessels in area advised of situations,
and will call for atsstance as necessary.
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SECTIOI1 0 C*LLSInN PAMACF.

9.1 ArTCON IN .VF'"" ('.Y STRUC(T!?RAL 'AMACE

9.1 1 heIllist Contrl ' ,,n operator to close all ballast, dJrill water
''I fde| systrn vivs, and WI.T. doors.

9.1.2 R.llast Control onm Operator to establish as quickly as possible
which portion of rig is damaged and--iarvediately initiate counter-
I boding action 'n side of rig opposite to damage.

9.. Ballast Control Pnvn Operator shall sound Fire Alarm signal on
':eneral Alarm if he requires assistance to control situation.

9.1.4 Barge Captain and off-duty Control Room Operator to proceed to
Control Room.

9.1.5 Odeco's Toolpusher to contact Barge Captain and establish
assistance required.

9.1.6 Barge Captain will dispatch off-duty Control Room Operator to
close all compartment vent-pipes on damaged side of rig. M) not -
close vent-pipes or oppositeside of rig since this would obstruct
counter flooding and risk rupture of tanks during counter flooding.

9.1.7 If damage is severe, and may result in possible loss of rig, the
Odeco Toolpusher should order the well to be secured and pit
contents to be dumped. Deck drill water tank and deck salt water
tank contents should also be dumped.

9.1.8 Rig may be lightened if necessary, and if weather conditions permit.
by paying out remaining cable on anchor winches.

9.1.9 Damage Counter flooding procedures are detained in "Damage flooding
counter measure" if Stability Booklet.

9.I GENERAL

9.2.1 Immediate closure of all compartments liable to flooding is essential.

9.2.2 Irimediate ca-unter-flooding ol opposite compartments will prevent
rig from reaching a capsize situation or a dangerous angle of heel
which may cause deck load to shift or result in derrick failure.

97-39 0-82-28
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ODECO DRILLING OF CANADA, LIMITkD

Odeco Building - 1600 Canal Strct
Mail to: P.O. Box 61780,

A New Orleans, LA 70161

October 16, 1981

Mobil Oil Canada, Ltd.
Post Office Box 800
Calgary, Alberta T2P 237
Canada

Attention: Mr. C. C. Woodruff - Operations Manager

Re: Drilling Unit Ocean Ranger/Contract Extension

Gentlemen:

Reference is made to that certain Offshore Drilling Agreement be-
tween Mobil Oil Canada, Ltd. (Operator) and Odeco Drilling of
Canada Limited (Contractor), dated February 28, 1980, relating to
the use of the Drilling Unit Ocean Ranger.

In accordance with Article II, Clause 202 (c), the defined Term
of the above referenced Agreement is hereby extended for a period
of two (2) years commencing from 0001 hours, November 19, 1981
under mutually agreed terms and conditions as follows:

1. Effective from the commencement of the above extension pe-
riod (11/19/81) the rates set forth in Article VIII shall
be:

Clause 804 - Operating Rate: US Dollars $ per day.

Clause 805 - Standby Rate: US Dollars $ per day.

Clause 806 - Repair Rate: US Dollars $ per day.

The above rates are based on Contractor's anticipated costs
as of November 19, 1981 and shall be adjusted-thereoafter in
accordance with the escalation provisions presently con-
tained in Clause 810 (Variation of Rates) of our Aareement.
It is also understood and agreed that the above rates
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Mobil Oil Canada, Ltd.
Attention: Mr. C. C. Woodruff
Page 2

October 16, 1981

incorporate all previously executed contract additions and
escalations which include the addition for furnishing the
Type SDD tongs and mud watchers as set forth in separate
letter agreements dated 11/18/80 and wage escalations as set
forth in letters dated 12/4/80, 3/12/81, 4/23/81 and
7/24/81. In addition the following paragraph shall be added
to Clause 810:

In addition, the rates set forth in this Article VIII
shall be increased or decreased to allow for changes in
Contractor's costs other than those listed above
through application of the formula given below:

Y PPI - PPI1
X CF

1,2,3 . . .
PPI1

Where:

Y Revision in Rate - USS Dollars per day.

CF 1 = Initial cost factor of US$ (or as cal-
culated based on each subsequent adjust-
ment).

PPI = Oilfield Drilling Machinery and Equipment
Producer Price Index (Table A - Code No.
1191.02) as published by the U. S. Depart-
ment of Labor, Bureau of Labor Statistics
for the month prior to the effective date of
the rate adjustment.

PPI 1 = Index as set forth above for the initial
month from which subsequent adjustments are
calculated.

Adjustment to the rates will be made when the percent-
age Index change is equal to or greater than five per-
cent (5%) and such adjustment will be effective from
the first day of the month following the month frot,,
which the adjustment is calculated.
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Mobil Oil Canada, Ltd.
Attention: Mr. C. C. Woodruff
Page 3

October 16, 1981

2.
This extension is the exercise of Operator's option under
present Clause 202 (c), however, Operator shall have the op-
tion to further extend the term of our Aqreement throuqh ap-
plication of Clause 202 (c) revised as follows:

202 {c) Operator shall have the option to further ex-
tend the term of this Agreement for an additional one
(1) year period subject to mutually agreed terms and
conditons.

Operator's written notice of its desire to exercise
this option must be given to Contractor not less than
six (6) months prior to the expiration of the initial
two (2) year extension and negotiations as to the terms
and conditons are to be concluded and executed within
thirty (30) days from receipt of such notice.

Failing agreement as to the term and condtions of such
further extension, this Agreement shall terminate at
the end of the initial two (2) year extension when the
Drilling Unit is returned and moored in safe harbor all
as set forth in Clause 202 (a).

3. As of November 19, 1981 the two side letter aqreoments dated
November 18, 1980 for the furnishing of two (2) Mud Watchers
and two (2) BJ Type SDD Tongs shall be of no further force
and effect and such personnel and equipment shall be there-
after incorporated into Appendices B and A respectively.

4. Contractor, at no additonal cost to Operator and at the ear-
liest opportunity consistent with the present long order and
delivery time of certain items, shall make the following
"Appendix A" equipment changes or modifications:

Item Description

C.1 Replace currently furnished 5", Grade F
drill pipe with an equivalent amount (10,000
ft.) of 5", Grade S135.

C.2 Furnish an additional 5,000 ft. of 5", Gratie
G105 drill pipe for a total of 10,000 ft.
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Mobil Oil Canada, Ltd.
Attention: Mr. C. C. Woodruff
Page 4

October 16, 1981

Item Description

C.2(a) Furnish 30 joints of 50 Heavy Weight drill
pipe, Range 2 with 5" X-Hole connections.

C.2(b) Furnish six (6) each 9-1/2" OD x 2-13/16" ID
x 31-1/2' long drill collars with 7-5/8 API
Regular connections, slip and elevator re-
cesses and fine particle hardbanding.

C.5. Furnish four (4) each, lift nipples for
9-1/2" OD drill collars for use with 5"
drill pipe elevators.

C.25(a) Furnish two (2) each, single joint elevators
for 20", 13-3/8", 9-5/8" and 7" casing.

C.28 Furnish two (2) each, elevators for 9-1/2"

OD drill collars.

C.31 Furnish slips for 9-1/2" OD drill collars.

C.33 Furnish safety clamps for 9-1/2" OD drill
collars.

C.39 Replace existing 150 ton, 20" casing eleva-
tors with equivalent size 250 ton elevators.

D.3 Replace existing shale shakers with one (1)
Brandt Triple Tandem Screen Separator.

E.1 Furnish one (1) set each of Cameron 18-3/4"
x 9-5/8" and 18-3/4" x 7" ram assemblies for
Contractor's BOP stack (In addition to 5"
pipe rams and blind/shear rams presently
furnished).

Due to long order and delivery times, Contractor shall not
be responsible for any delays in the delivery of the above
items and any such delays shall have no effect on the exten-
sion terms hereof. Upon delivery, the above items will be-
come part of Contractor's furnished equipment under Appendix
A.
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Mobil Oil Canada, Ltd.
Attention: Mr. C. C. Woodruff
Page 5

October 16, 1981

In making the above equipment changes or modifications, Op-
erator shall continue to provide the normal transportation
and other services required under the above referenced
Agreement and any delays in the operation which arise as a
result of making such changes or modifications shall be paid
at the Standby Rate.

5. The following personnel shall be added to Appendix B
(Personnel to be Supplied by Contractor):

Added Revised Revised
Number Classification On Board Total Assigned

I Mechanic 2 4
1 Electrician 2 4
1 Materialsman 1 2
2 Mud Watchers 2 4

(See Para. 3 above)
1 Electonic Technician 1 2

6. All other terms and conditions of the above referenced
Agreement including any amendments thereof shall remain un-
changed.

If you are in agreement with above, please so indicate in the
space provided below and return one fully executed copy of this
letter for our file.

Sincerely,

ODECO DRILLING OF CANADA,
LIMITED

By:

Agreed and Accepted this _ day

of November, 1981. APPPOVED

MOBIL OIL CANADA, LTD. 3 'V

-. ... .,, L_ // __ ---9y~ (~// r'( /
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February 25, 190

CFFSORE DRILLIM AGREE. .T

TRIfS AGREEIMWI, effective the 28th day of February. 1960 (hereinafter

referred to as OEffective Date) is made between: MOBIL OIL CANADA, LTD., a

cocporation incorporated under the laws of Canada, with head office at the

City of Calgary, in the Province of Alberta, and hereinafter called

Operator, andt ODECO DRILLING OF CANADA LIMITED., a corporation organized

under the lave of Canada, with an office at the City of C'algary. in the

Province of Alberta. and hereinafter called Contractor.

FIWREAS, Operator desires to have offshore wells drilled in the

Operating Area and to have performed or carried out all auxiliary operations

and services as detailed in the Appendices hereto or as Operator may

require and

WRMAS, Contractor is willing to furnish the drilling unit OCIX4

RMER complete with drilling and other equipment, (hereinafter called the

Oicllng nitm), insurance and personnel, all as detailed in the Appendicee

hereto foe the purpose of drilling the said wells and performing the s..J

auxiliary Oaerations and services of Operator.

NKON IUP.Q3C THIS AGREMENT WIT ESSMTn that in consideration of the

covenants herein it is agreed as follows,

ARTICLe I - I1.JtPRETATIOM

101. Definitions

i. i X Af 4ertt unless the cor'.ext otherwise requires,

! U ;'C' m~ence~l : 8t i4ins the point in time that the Drilling Unit

Fii Si*~s~ V Pki~itpi~t Potrdleus offshore Ireland-with all

anchors bolstered and with all Phillips Petroleum equipment and

supplies offloadedl
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(b) 'Operator's Items' means the equipment and material to be provided

by or at expense of Operator and which are listed in the

Appendix C,

(c) 'Contractor's Items* mean the equipment and material vhich aee

listed in Appendix A that are to be provided by or at expense of

Cont rectort

(d) 'Contractor's Personnel" means the personnel specified in Appendix

B to be provided by Contractor from time to time to conduct

.operations hereunder.

(e) 'Operating Ares' means those aeas of the seabed and subsoil

beneath the waters offshore East Coast of Canada south of SO

degcees north latitude in which operator may from time to time be

entitled to conduct drilling operations

(f) Oporations Sale means the place or places on shore designated as

such by Operator from time to time. The initial Operations a"

shall be St. John's. Newfoundland. For crew change pucpoases te

initial Operations Base shall be. St. John's international

Airport.

102. Cur rency

in this Agreement, all amounts expressed in dollars are United States

Dollar amounts.

103. Conflicts

The Appendices hereto are incorporated herein by reference. If any

provision of the Appendices conflicts with a provision in the body hereof.

the lattel shall prevail.

104. stadiii

T h Jidarapl hadings shall not be considered In interpreting the text

di ati Atilhost,

jJ, PUstass Aaula Jee

Zach patty shall perform the acts and execute and deli'or the documents

and give the assurances necssary to givo effect to the provisions of this

Dg reeens~.
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10. Contractor's Status

The Contractor shall conduct operations under this Agreement as an

independent contractor and shall have the authority to control and direct

the performance of all its operations hereunder. Neither Contractor not Its

agents or subcontractors or employees shall be deemed for any purpose to be

agents, servants or representatives of Operator In the performance of such

operations. nothing contained herein, including the provisions of Clause

503, shall be construed to be inconsistent with such independent contractor

relationship.

107. Governing Law

This Agreement shall be construed and the relations between the parties

determined In accordance with the lavs of the Province of Alberta, not

Including, however, any of its conflicts of law rules which would direct oc

refer to the laws of another jurisdiction.

ARTCLE t - TERM

201. Effective Date

The parties shall be bound by this Agreement when each of them has

executed it.

202. Term

(a) The Term of this Agreement shall be for a period of thirteen (13)

months from the Commencement oat*, provided, however, that the

Teft shall be extended tor the period of time required to complete

c45hiSh5 on the well then in progress on the termination date

and be 10lain the Drilling Unit to a safe harbor offshore

Coraei)tiel bay, Newfoundland (or point no farther distant) with

a&l Opeilft d Operator third party equipment and supplies

of flooded.

(b) tn the event the Orilling Unit becomes a total loss (which will

IRE199 8 e itu"l4, atter ged and/or compcomised total loss),

tbil AIOFealt Wii 1E eAalIi eed as teainatede witbut notice,
as from the moment Contractor's underwriters determines that the

loss occurred.
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(c) operator shall have/the option to extend the erm of this

Agreement foc an additional twelve (12) month period under

mutually agreed terms and conditions provided written notice

thereof is given to Contractor no later than 120 days prior to the

end of the initial Term.

203. Continuing Obligations

*otvitbtanding the termination of this Agreement, the patties shall

continue to be bound by the provisions of this Agreement that reasonably

require same action or forbearance after the cessation of the day rates

provided for hereinafter.

204. Return of Operator's Items

Upon termination of this Agreement, Contractor shall return to Operator

any at Operator's Items which are at the time i-n Contractor's posession.

XR21CLE 11 - COWRACTR'S PEPMSCIEL

301. Num4r, 89ectLon, Routs of Labor and Remuneration

Except where herein otherwise provided, the selection, cplacenent,

hours of labor and remuneration of Contractor's Personnel shall be

determined by Contractor and such employees shall be the employees solely of

Contractor.

302. Providing Personnel

Contractor shall provide the classification and numbers of personnel as

specified in Appendin B. I f(O reasons within Contractor's control there

occurs a shortage CoMfattOe0 fecsonnel on board the Orilling niVt and

in Operator's soe or :Aic su4t, ohoctaqe affects the efficiency of the

drillis.. -Vm. -.,n 1L0 Sie period of such absence Operator shall be

entitled to a .Leaa@ equal to ~9W and one-half (1-1/2) tLmesthe base daily

%ages. de t... sn'so &boon_.

181: ~FltrtCto'S fa*Rj At nat IVA

ContractoC ball nominate one of Its personnel as Contractor's

rePresentative hereinafter called *Contractor's Represntative') who shall

be In charge of the remainder of Contrctor*' Personnel and who shall have
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full authority to resolve all day-to-day matters which ariae between

Operator and Contractor.

304. Increase in Contractor's Personnel

Operator may, at any time, with Contractor's approval require

Contractor to increase the number of Contractor's Personnela•nd the day

rates provided heiein shall be adjusted accordingly.

305. Replacement of Contractor's Personnel

Contractor will remove and replace in a reasonable time any of

Contractor's personnel if Operator so requ st in writing and if Operator

can show ceasoa blie grounds for such removal.

ARICLI IV - CCWrRtCTOR'S IVEMS

401. Obligation to Supply

Contractor shall provide the Drilling U3Lt and other Contractor's Item

as specified in Appendix A.

402. Maintain Stocks

Contractor shall be responsible, at its cost, for maintaining adequate

stock levels of Contractor's Items and forc replenishing sme as may be

necessary.

403. Maintain and Repir ,quipmont

Contactor- shall at Contcactor's cost and expense, subject to Clause

100l1 be responsible for the maintenance and repair of all Contractor's

tms and will provide all spare parts and materials required therefore.

Cotractor shall, if requeated by Operator, also maintain or repair, at

Opelator's cot, any of Opecator's Itams on board the Drilling Unit which

Contractor Is qualified to and can maintain or repair with Contractor's

Pise"Ml AA the equipment on board the Drilling Unit, provided, however,

thai O MolrO shallt its cost provide all spare parts and materials

ea~fsd to maintain or repaLr Opecator's items and the basic responsibility

and liability foc furnishing and maintaining such ites shall remain with

409a1tor,
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404. znspection of Drill Pipe

Contractor's drill pipe, drill collars, substitutes and other dovnhole

equipment regularly in use shall be inspected at least every 50,00 feest of

hole drilled by a recognized inspection service at Contractor's expense. At

Operator's- request, Contractor shall furnish copies of applicable inspection

reports. Upon inspection any drill pipe not passing .%P Class 2

specificattona Ligefer APT fP 7-0 latest edition) shall be rejected and

replaced. Any drill collars connections showing defects shall be recut in

accordance with API specifications. More frequent inspections say be

carried out at Operator's request and expense.

405. Additional Eopment

Should special tools, matecials, apparatus or services, other than

those designated in this Agreement or required for normal offshore

operations, be necessary for the drilling or completion of the wells)

hereunder, their cost and the manner in which they are to be furnished must

be agreed upon beforehand in writing.

operator may, at its expense and with the approval of Contractor,

install on the Orilling Unit such additional equipment as may be required by

It In the conduct of operations contemplated by this Agreement. Any such

equipment shall remain the property of the Operator and shall be camoved end

the physical evidence of installation shall be repaiced at Operator's

expense before termination of this Agree-ent.

AIJICLV V - COTRACTOR'S GDr4rAL OBLIGATIONS

$01. Contractot'Stl-Aard of Performance

Contractor shall euty out all its operations hereunder with due

diligence, in a good watXimnlike manner and in accordance with best oilfield

practices. dontfhi|f $shall maintain the Drilling Unit in A.5.S. or

equivalent classific~tielo. Each party shall comply with all applicable laws

.nd fialitions covering iii respective operations hereunder and, subject to

Aritft. 1 I}fik iMfi IE1 And hold harmless the other party a ainst any

66111 Me~ ftI hiliui to £8 6"Ply

502. Operation of Drilling Unit

Contractor shall be solely responsible for the operation of the
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Drilling Unit, including, without limitation, supervising moving operetione

and positioning on drillig locations as required by Operator, as well as

such operations on board the Drilling Unit as may be necessary or desirable

for the safety of the Drilling Unit. Opratior~s under this Agreement will

be performed on a 24-hour per day besis.

S03. Comliance with Operator's Instructions

Contractor shall comply with all instructions of Operator consistent

with the provisions of this Agreeent including, without limitation,

drilllng,.vell control and safety Instructions. Such instructions shall, if

Contractor so requires, be confirmed in writing by the authorized

representative of Operator. sovevere, Operator shall not issue any

instructions which would be inconsistent with Contractor's rules, policies

or procedures pertaining to the safety of its personnel, equipment or the

Drilling Unit.

504. Adverse Weather

Contractor, in conaultation with Operator, shall decide when, in the

face of impending adverse weather or ice conditions, to institute

precautionary measures in order to safeguard the well, the vell equipment,

the Drilling Uni.t and personnel to the fullest possible extent. Contractor

and Operat r shall not act unreasonably in the exercise of this Clause.

SOS. mad WA C60in9 Program

ConteStet ahell take all reasonable care to follow the mud and casing

program A Se 1t4ified by Operator. Operator shall provide Contractor with

these ptolali 1Ieaably In advance of the spud date of each well to be

drilled hereurdet.

$06, Cutting/Cor inrJoggap

& fIE~dI afbii lis and identify cuttinqa and cores according to

6 IFIkWiI WiJIb tRif Jhd place them in containers furnished by Operato.

547. R words to be Kept by Contractor

ContraCtoc shall keep And furnish to Operator an Accurate record of the

welk performed and formation drilled on the IADC-AfI Daily Orilling Report.
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Torm or other form acceptable to Operator. A legible copy of said form

signed by both Contractor's and Operator's representative shall be furnished

by Contractor to Operator.

508. Difficulties During Drilling

In the event of any difficulty arising which precludes'either drilling

ahead under reasonably normal procedures or the performance of any other

operations planned for a veil, Contractor may suspend the work in progress

and shall immediately notify the representative of Operator, in the meantime

exerting reasonable effort to overcome the difficulty.

SO0. Safety Equipment

Contractor shall test, operate and maintain In good condition its vell

control equipment and other safety equipment in accordance vith Operator's

instructions and Contractor's established procedures.

510. payment of Claims

Contractor shall pay all claims for labor, equipment, supplies and

materials to be furnished by Contractor hereunder and Contractor shall

protect, defend, indemnify and hold Operator harmless from and sgainst all

claims, demands and causes of action which Operator aay suffer as a result

of any lien or attachment on Operator's property which results from

Contractor's failure to pay such claimed.

AJTICLE V7 - OPEPATOR'S OBLIGAfTONS

601. Equiamnt and Pezsonnel

Operator shall, at Operator's cost, provide Opeator's Item and

Petronnel and perform the services to be provided or performed by Operator

as qecified in Appendix C. In addition to providing the initial supply of

Operator's Items, Operator shall be responsible, at Operator's cos%. for

maintaini,.g adequate stock levels and replenishing same as neces ary.

602, Kaintenance and Repair

operator shall be Cesponsible, at Operator's Cost, for the maintenance

SM 1QtiS of 411 Operator's Items on board the Drilling Unit which

tonteaetee ts not qualified to or cannot maintain or repair with

CftKtaetmea We8eenel and the equipment on board.
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603. Operator's Personnel

Operator shall ensure that Operator's personnel on-b board the Drilling

Unit shall be come tent and efficient and Contractor may treat Operator's

senior representative for the time being on board the Drilling Unit as being

in charge of all Operator personnel on board.

404. Replacement of OPerator's Personnel

Contractor shall have the right to request that operator remove and

replace any Operator personnel on board the Drilling Unit if Contractor can

show reasonable grounds for such request.

$05. Operator Representatives

Operator may, from time to time, designate repreaentatives for -oe

purposes of this Agreement who shall at all times have access to the

Drilling Unit and may, among other things, observe tests, check and control

the implementation of the mud program, examine cuttings and cores. inspect

the work performed by Contractor or examine the records kept on the Drilling

Unit by Contractor.

$06. Custom or Excise Duties

Operator shall pay all impact or export charges, customs or excise

duties, local sales taxes, value added taxes, clearing agent's fees, or

othet similar taxes or fees that are levied on Contractor's payments

hereunder and on Contractor's and/or Operator's Items.

P0r4QO 4l provide Contractor with access to the drilling site as

yell 8 any drilling permits, licenses or certificates needed to conduct
oerations hereunder.

Subject te the provisions of Clause 606, Contractor shall pay all taxes

iM6Jed BY 61 ied on Contractor's Income or profits levied or assessed

Li|M| it LA 06fflleetfon with the work performed hereunder and agrees to

HJAd Hy 001418t Aid hold Operator safe and harmless from end against any
e 4134 eOaIe of liability for income, excess profits, and other six.'jr

tames, and fines, penalties and interest thereon ssessed or levied by the
gowIment of the Opecating Area or any political subdivision thereof or by
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the government of any other country against Contractor or against Operator

for or on account of any payment made to oc earned by Contractor hereunder.

Contractor represents that, for the purposes of Canadian Income Tax

legislation, it is a resident of Canada. If. during the pectormance of thus

Agreemnt, the Contractor at any time ceases te) be a resident of Canada the

applicable percentage of payments, as required by such legislation, will be

withhold by Operator with respect to services performed in Canada.

Contractor further agrees to protect and save Operator safe and

harmless from and against all taxes and related fines, penalties, and

Interest thereon assessed oc levied against or on account of wages, salaries

or other benefits paid to Contractor's employees or employees of its

aubcontractocs, and all taxes assessed Or levied against or on account of

any property or equipment of said employees.

APTICL VII - OPE ATOR'S INSTrOmS

701. Instructions to Contractor

Operator my, from time to time, through Operator's Representative or

representatives, issue written or oral instructions to Contractor covering

operations hereunder. Operator's instructions may be general or may deal

vlwth apedile Matters relating to operations hereunder including, without

limitation, inAstUOtions to stop operations, as to safety and well control,

and driving instructions, but Operator may not require Contractor to drill

deeper than 25,000 feet measured depth or operate In water depths Less than

150 feet a qftit*I than 400 feet unless Contractor agrees.

AMCT V111 - PATES OF PAYMENT

o1. Payne

Opehaiff @**A f t: Cntractor during the Term of this Agreement the

aunts from ti" M tlse &" calculated according to the rates of payment

he in &"ffdaWM with the other provisions hereof. "

other , Vyment si; t -ue froe Operator unless specifically provided for in

NIS '3r 1"4EU IS~ of AEF4 by Operator.

JAI. Habilisation Foe

There shal1 be no lump -sm mobilization fee. However, the Tem and

peYment of applicable day rate will coence iediately upon OrillIng
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Unit's release by Phillips PetrolceM OfEshore Iceland as set forth in CLause

101 (a). All fuel. tugs and other towing costs to wge the OrillIng Unit

from Iceland to the Operating Aria shall be the responsibility of Operator.

$03. De#obiltziation Fee

There shall be no luap sun demobilitation fee. However, the Term and

payment of applicable day rate shall continue until the Drilling Unit is

returned and ioored in safe harbor offshore Point Conception, Wewfoundland

(or point no further distant) with all Operator and Operator third party

equipment and supplies offloaded.

804. Operating Rate

The Opecating Rate will be i per 24-hour day and will be payable

from the Comncement Date and thereafter during the Ter hereof except whon

saw other rate is otherwise payable herewder.

OS. Standbl Rats

The Standby Rate will be 8 per 24-hour day and will be payablAe

(a) during any period of delay when Contractor is unable to proceed

because of adverse sea or weather conditions or as a direct result

of an act or omission of Operator Includinq, without limitation,

the failure of any of Operator's Items, or the failure of Opecator

to issue instructions, provide Operator Ito". or furnish secvL ep

or

(b duing any period after Comencsment Date that the Orilling Unit

is under tow, or under way from one location to another, as from

the maient when the Drilling Unit's last anchor Is bolstered and

is in all respects ready to move until the moment when the

DriLling Unit comences mooring operations at the new location or

(el during any period when operations are suspended due to loss,

dage oc for repair to Contractocs in hole or subeea equipment,

including but not limited to anchors, ancbo chains and amiLated

grow tactles riser, uidelines, bloeout preventer and well

eatrol and obseryation equipment used below the surface of the

1d) dulng any period of delay when Contractor is unable to proceed

97-392 0-82-29
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with operations in order to allow the necessary inspection,

modification or repaiC of the Drilling Unit as requited by

applicable regulatory authorities or as requited to maintain the

DriULni Unit in class. The Standby Rate shall also be payable

during any period of delay required to repair dmage to the

ceiling Unit or its equipment resulting from Operator's or

Operators subcontractors negligence.

8. Rev it Rate

The Repair Rate viii be S per 24-hour day and wiil be payable for

any period In excess of seventy-two (721 hours per calendar month during

which operations are suspended to permit necessary replacement, Inspection,

repair oc maintenance of Contractor's Itee (excluding periods of suspensioa

which are covered under Clause 805 or 108) provided, however, that should a

period of suspension continue for a period of more than thirty (30)

consecutive days, Contractor's rate of pay shall after the thirtieth (30th)

day be reduced to eighty percent (50t) of the Repair late after which

Operator may terminate this Agreement s any time during such continued

suspension by giving Contractor seven (7) days' written notice without

further obligation or liability on either party except for the return of the

Drilling Unit to safe harbour as set forth in Clause 202(a). Unless and

until such termination, 0oeator shall continue to pay the reduced Rait

Rate until operations are resumed. The tim required for routine rig

maintenarce such as but not limited to slipping of lines, repecking swivel.

replacing liners, testing of SOP and vel control equipment and deia. which

result In waiting on Operator furnished transportation or weather shell be

excluded from the period of suspension under this Clause 506. In the event

cepaLte hereunder require the moving of the Drilling Unit off location, such

moving costs, Including togs and fuel, shall be the responsibility of

Operator.

lo. I sit Rate

Vft In Port o Rte will be the Standby Rate less any savings as can be

usually agreed end will apply under the term set forth in this Clause 807

in the event Operator notifies Contractor, in werting, of its desire to abet

down drilUng operations and mov the Drilling unit to the nearest mtually
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agreed safe port (hereinafter referred to as the En Port Notice). Operator

may request Contractor to release all crev .embers not required, in

Contractor's judgment, for the protection and maintenance of the

Contractor's equipment or fo the orderly resumption of operations. The

move to such mutually agreed safe port shall be made at Operator's expense

and at the appropriate rates set forth in t.is Article VTZi. Fifteen (is)

days after the Drilling Unit has been safely ivored In said mutually

agreeable port (or if the Drilling Unit is, at the time of such In Port

Notice, already in poret, then fifteen (15) days after such in Port Notice is

given) the In Port Rate shall become effective and shall continue until

Contractor recomnces normal operations vit-h full crave in preparation for

the move back to location (for which Operator shall have given Contractor

thirty (30) days' prior notice). Operator shall reimburse Contractor for

Contractor's cost and expenses incurred in the release and repatriation of

personnel and foe the expenses of re-crevinr upon resumption of operation.,

as wll an port fees and other such charges incurred during such period.

S. Foreg Kaleure Rate

The force Majeure Rate vii be the Standby Rate less any savings as can

be mutually agreed and vill be payable during any period In which operations

ace not carried on because of Force Majeure, other than adverse se or

vathter 0onditiOns. In the event a Force Majeure condition prevails for a

period of thirty (30) consecutive days. then Operator may thereafter, at its

option, by vritten notice to Contractor, effective fifteen (is) days from

the date of etfiCte terminate this Aqreements Provided, Novever, if the

Force lajouff oOnitLof is caused or bought about because of action of

federal or provieWW lawe, acts and regulations of any governmental

authorities WAVIn Jurisdiction in the premises or of any other group,

organisation at If 1rmal association (whether or not formally reconsted as

a governifMlls OPt11loo my not terminate this Agreement.

MI: WW".21~ 'w''

8PS102t Shall, 1A dditiou, Pay to Contractor,

(a) the cost of any overtime paid by Contractor to Contractor's

Pcaoml in respect ot the maintenance or repair On board the

Drilling Unit of Operator's Items or other overtime required by

Operator, and
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(b) Contractor's costs associated with waiting on Operator-furnished

transportation or for time in excess of 4 hours in transit to or

fro the Drilling Unit.

810. Variation of Rates-

The rates and/or payments herein set forth shall be revised by the

actual amount of the change in Contractor's cost if an event as described

below occures or If the cost 0t any of the items hereinafter listed shall

vary by more than the amount indicated below from Contractor's cost thereof

on the Effective Date of this Agreement or by the same amount after the date

of any revision pursuant to this clauses

(a) if labor costs (including all benefits and the cost of taxes paid

by Contractor for its employees) vary by more than five percent

(5tWI

(b) if Operator requires Contractor to increase the number of

Contractor's Personnely

(C) if it becomes necessary for Contractor to change the wrk schedule

of its personnel or change the location of its operations bases

(d) in the event described in Clause 1202 (Assigqnent) or as a result

of a change in the Operating Areas

(e if there is any change in the laws or regulations of any

government of competent jurisdiction affecting the Operating Area

(or sublivision thereof) or new interpretation of existing lava or

regulation which alters Contractor's operating costs or financial

burdent

(f) if the cost of catering varies by more than five percent (St).

ARTICLE IX - INOICES A14O PAYMENTS

901. Monthly Invoices

Contractor shall bill Operator at the end of each month for all daily--

ch res earned by Contractor during the month. other charges shall be

billed as earned. Billings for daily charges will reflect details of the

ties spent (calculated to the nearest one-quarter hour) and the rate charged

f6C that times billings for other charges will be accompanied by invoices

slepacting costs incurred for Operator or other substantiation as required.
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902. payment

operator shall pay all billings within thirty (30) days after the

receipt thereof except that If Opetrator disputes an item billed. Operator

shall within twenty 120) days after receipt of the bill notify Contractor of

the item disputed, specifying the reason therefor, and the payment of the

disputed item shall be withheld until settlement of the dispute, but parent

shall be made of a.ny undisputed portion. Any sums (including amounts

ultimately paid with respect to a disputed LnvoLce) not paid within thirty

days after receipt of Invoice shall bear interest at the rate of 10 percent

per an-um or pro cats thereof from the due date until paid. if Operator

refuses to pay undisputed items, Contractor shall have the right to

terminate this Agreement.

903. Manner of Payment

.All payments due by Operator to Contractor hereunder shall be made in

United States Dollars as follows.

(a) Al payments to Contractor in excess of Fifty Thousand Dollars

(850,000.00) shall be by value dated telegraphic transfer to

Contractor's account at the Whitney National Bank. New Orlean ,

toumisiana, Account Number 15-024-807 with Confirming telex advice

to Contractor at the address specified in Clause 13011

(b) Paysents to Conteactor of Fifty Thousand Dollars ($50,000.00) or

less will be made by cheque and mailed to Contractor at P.O. box

41790, new Orleans, Louisiana 70161.

AMICL X - LIABILITY

1001. LiekL~ity lot equipment

"A IN"ene Operator and Contractor the responsibility for losa of at

daage to equipdlent shall be as follows.

Ia) Ice t So provided in (c) and (d) below, Operator shall not be

ilibii 181 damage to, loss or destruction of Contractor's

BH i1 i t Ot other Items or property of Contractor and

e8mjis6teF IAiM indemlay, defend and hold Operator harmless

from and against any claim for damage to or loss or destruction

of Contractor's Drilling unit or property, or any expense, Iees

or claim related to ar resulting from such damage, loss or

destruction.
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This Clause Shall not be construed as releasing the tovin9

OI supply boat contractor retained by operator to move or supply

the Drilling Unit, or any other agent (exeotinq operator's

employees) or contractor of Operator from liabLIlty or damage to

the Drilling Onit or other property of Contractor caused by such

party's neqligence.

(b) Concractor shall not be liable for damage to loss or destruction

of Operator's equipment, items, property, or materials' involved

in the operations and Operator shall indemnify, defend and hold

Contractor harmless from and against any claim for damage to or

loss or destruction of Operator's equipment, items, property or

atrial or any expense, loss or claim related to or resulting

from such damage, loss or destruction.

{c) Operator agrees to indemnify and reimburse Contractor for the

cost of repairing Contractor's subset and in hole equipment

damaged while in us* in the hole or below the surface of the

water, and the cost of replacing such equipment lost or

destroyed in hole or belov the surface of tht water, including

such transportation costs as my be required to effect such

repair or replacement. Reimbursement for replacement of_

-Contractor's subsea and in hole equipmen (including__PP_stack,

rlser and related equipment, anchors, anchorline,_drillDpie,

dcLll collars, subs, fishing tools and other drill string

equipment) shall be based upon ninety percent (9051 of new

teplcement value, plus freight and handling IOB the Drilling

git Inot to exceed cost to deliver to Operating Ares) without

regard to Contractor's insurance if any.

(d) OCePs9IS Gh l be responsible for war and/or damage to

Ow&IIS1's Itsm or equipment resulting fcon the presence of

Ol Of 6Mi slilac corrosive elements in the hole, excessive

MLE SE f, J by 6ard cutting, or damage resulting from excessive

Or HFF.SflESiIW prissures such as those encountered during

4q1eO, b4 bVe w, of In a well out of control, from excessive

deviation of the hole or wellhead from vertical or of dog 'eq

Severity, from fishing, cementing or testing operations, and

from any unusual drilling practices employed at Operator's

to"
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(e Fr purposes of this Clause 1001. equipment of Contractor's

subcontractors shall be considered Contractor's equipment and

equipment of Operator's other contractors and subconstractorg

shall be considered Operato's equipment.

1002. The Role

in the event the hole shall be lost or damaged, operator shall be

solely responsible Eor such damage or loss to the hole, including the casing

therein, regardless of whether such a loss or damage was caused by the

negligence of Contractor, or its employees, agents or subcontractors

provided thats

(I) if such loss or damage results from the willful misconduct or

omission, or the sole negligence of Contractor or any of

Contractor's Petsonnel, and Operator elects to redrtll or repair

the hole, then Contractor &grees to a reduction of the rates set

forth in Clauses 804, 305 and 806 by twenty (20) percent for

the time required to redrill the hole to a depth equal to that

lost, or to repair damage to the hole. It is further agreed,

however, that Contractor's maximum liability for such reduction

in rates shall not exceed a total of S100,000.

(ii) in the event Operator elects not to redrill or repair the hole.

Contractor shall be under no obligation to Operator with regard

to the loss of or damage to the hole.

1003. Inspection of Katerials Ftrnished by Operator

Contractor agrees to visually inspect all materials furnished by

Operator before using same and to notify Operator of any apparent detects

therein. Contractor shall not be liable for any loss or damage resulting

from the use of materials furnished by Operator.

1004. Contrae'_or'S Parsonnel

Contractor agree to protect, defend, Lndeenify and save Operator

hlral1e~e from and against all claims, demands, and causes of action of every

kind and character arising In connection herewith in favor of Contractor's

p"loyeos Contractor's subcontractors or their employees, or Contractorls

lhwitl0 on account of bodily injury, death or damage to their property.
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1005. Operator's Personnel

Operator agrees to protect, defend, indemnify and save Contractor

harmless from and against all claims, demands and causes of action of every

hind and character arising in connection herewith in favor of Operator's

esiployase Operator's other contractors or their employees (other than those

identified In Clause 1004 above) or Operatoc's invitees, or account of

bodily injury, 4eath or damage to their property.

1006. Pollution and Contamination

Notwithstandin anything to the contrary contained herein, it is

understood and agreed by and between the Contractor and Operator that the

responsibility ft pollution or contamination shall be as follow

(a) Contractor shall assume all responsibility for, Including

control and removal of, and shall indemnify and hold Operator

harmless from and against any loss or damage arising from

pollution or contamination which originates above the surface of

the water only frog negllqent spills pf fuels, lubricants, motor

oils, pipe dope, paints, solvents, ballast, bi!qe and garbage

wholly in its possession and control and directly associated

with its own equipment and facilities.

(b) Operator shall assume all responsibility for, including control

aM removal of, and shall indemnify and hold Contractor harmless

from and against any loss or damage arising directly or

Indirectly from pollution or contamination other- than as set

forth in (a) above which may result fr3m fire, blowout,

cratering, seepage or any other uncontrolled flow of oil, gas,

vater, or other substance during the conduct of operations.

Operator shall further assume responsibility for and shall

Indemnify and hold Contractor harmless against any pollution or

contamination arising from the use or disposition of all oil

SinWisini ot chemiclly treated drilling fluids, cont minated

eattiA9lI, 'lost circulation and fish recovery materials and

ifidlt &I W#1l as the furntishing of contalneos, transporting and

disposition of any containerized material when such are

required provided, however, that in the event of willful

misconduct or grossly negligent act or omission of Contractor's
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Pecsonnel which Ls the sole cause of pollution due to

uncontrolled flow, Contractor shall be liable for such damages,

losses and liabilities up to a maximum of 3100,000 and Oprator

shall hold Contractor harmless for any excess amounts.

1007. Liability for the Well

Operator shall be liable for the cost of regaining control of any

wild veil, as well as the cost of removal of debris, and shall indemnify

Contractor for ary such cost.

1008. Liability for Underground Damages

Operator agrees to defend and indemnify Contractor for any and all

claims against Contractor resulting from operatLons under this Agreement on

account of injury to, destruction of, or loss or impairment of any property

right in or to oil, gas, or other mineral substance or water, and for any

Loas or damage to any focration, strata, or reservoir beneath the surface of

the earth.

1009. Bottom Conditions

Operator shall conduct a seabed survey on all locations and shall

ensure that each location including anchor pattern, Is free and clear of

obetaoles includi pipelines and Operator agrees to indemnif-ty, defend and

bold Contractor harmless from and against any and all liability, damages,

claims, demands, costs and expenses of any nature resulting Eros Operator's

failure to provide such locations ftee of obtacles.

1010. Cfiftisentisl Damage$

:itla pasty shall be liable to the other for special, indirect or

conseq teaial damages resulting from or arising out of this Agreement,

inclt:i, , withuol limitation, loss of profit or business interruptions,

0044i isd Ai1 So efused.

It is agreed and understood that the responsibilities and ind, i1ty

obligations of each party as set forth in this Article X shall, unless

Otherwise specifically provided therein, apply to any and all such damages,
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losses, injuries, liabilities, claims or demands without limit and without

regard to the cause or causes thereof including without limitation the

negligence, whether sole, concurrent, gross, active, passive, primary or

secondary, or the wilful act or omission of either party or any other person

or firm, or otherwise.

ARTICLE XI - INSURANCE

1101. Contractor's Insurance

Contractor shall carry and maintain the insurance shown in Appendix

0. Contractor may from time to time with the prior approval of Operator

change the insurance required to be carried hereunder.

1102. Certificates of Insurance

Contractor will furnish Operator, on request, with certificates of

insurance evidencing the coverages requiredto be carried by Contractor

hereunder.

1103. Waiver of Subrogation

Each party's insurances shall be endorsed to provide that the

underwriters waive their right of subrogation against the other party or

that the other party is included as a named insured thereunder.

ARTICLE XII - SUBLETTING AMV ASSIGNMENT

1201. Subcontracts by Operator

Operator say employ other contractors to perform any of the opez.ion

or services to be provided or performed by it according to Appendix C.

1202. Assignment

Neither party may assign this Agreement to anyone other than an

affiligtdd * 0 Ufidiefy company without the prior written consent of the

others AM Pti6fit M id e of any such intent to assign shall be given to the

oth l Playei. l the event of such assignment, the assigning party shall

remain liable to the other Party as a guarantor of the performance by the

assignee of the terms of this Agreement.
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ARTICLZ XI! - NJOTICES

1.01. Notices

notices, reports and other coemsnications required or permitted by

this Agreement to be given or sent by .sne party to the other shall be

delivered by hand, telexed, or t

Opertocls Addressi

Contractor's Address

with copy to,

as Vie case may be, and shall be

slegraphed tot

Mobil Oil Canada, Ltd.
Post Office box 100
Calgary, Alberta T2P 2J7
Canada
Attentions Operations Manaer
Telex 10382SS67

',Odeco Drilling of Canada Limited
100 Aquitaine Towt._
540 Fifth Avenue S. i,
Calgaty, Alberta
Canada

Odeco International Corporation
Post Office Box 61750
New Orleans, Louisiana 7016L
Telex 51-4124

demed to have been received as follows,

tal Personally served notices shall be deemed received by the

addressee when actualL': delivered provided such delivery shall

be during normal business hours, or

(b) by telegraph (or by any other like method by which a written and

recorded message may be sent) directed to the party on whom they

are to be served at the party's address hereinbefore given.

Notices so served shall be deemed received by the addressee

thereof eight 0S) hours after the time of transmission or at the

omnceent of the next ensuing normal business day, whichever

is the later.

either patty may, by notice to the other party change its

address.

AMICI X V - Z L

A i .. ti8 dbihfted by Contractor in the conduct of o"erationa

lES ifAFE REPFRI . t ill L Amied to, depth, formations penetrated, the

results Of coring, testing and surveying shall be considered Confidential

WWd Contractor shall use its beet endeavours to ensure that such inform@tion

is not divulged by Contractor or its employees to any person, firm or

erLpOItPi4L Other than Operator's designated representatives. This
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obligation shall survive the termination of this Agreement. Contractor

shall obtain Operator's approval prior to allowing any third party visitors

on board the Drilling Unit.

1402. force Kajeure

Subject to Clause 80, each party to this Agreement shall be excused

from complying with the terse of this Agreement, except for the payment of

moneys when due, if and for so long as such compliance is hindered or

prevented by riots. strikes, wars (declared or undeclared), Insurrections, /

rebellions, terrorists acts, civil disturbances, dispositions or orde-- of

governmental authority, whether such authority be actual or assumed, acts of

God (other than adverse sea or weather conditions), inability to obtain

equipment, supplies or fuel, or by any other act or cause which is

reasonably beyond the control of such party, but specifically excluding

financial distress, such causes being herein sometimes called "Force

Amateur . If any failure to comply Is occasioned by a governmental law,

rule, regulation, disposition or order as aforesaid and the affected party

is operating in accordance with good oilfield practice in the Operating Area

and is making reasonable effort to comply with such law, rule, regulation,

disposition or order, the matter shall be deemed beyond the control of the

affected party. In the event that either party hereto is rendered unable,

wholly me in pert, by any of these causes to carry out its obligation under

this Agreement, it is agreed that such party seall give notice and details

of Force Majeute in writing to the other party as promptly as possible after

iS occIROnoe. Zn such cases, the obligations of the party given the

notice sball be suspended during the continuance of any inability so caused

e"eept that OpeaStor shall be obligated to pay to Contractor the force

MajeurS Rate psovided for in Article 808 (Force Majeure Rate).

1403. Right. t&a~dlJ

6Ateltd t 0.4911 keep props" books, records and accounts of

8 i MIS| NdEI4Ri lAid iall peraLt Op rator at reasonable times within

W L11 Yh. I Il Wls ftNIA6 naln Date to inspect and audit the portions
thereof related to any variation of the rates hereunder or to any Item or

Service provided by Contractor for Operator on a coat-reiabursable basis.
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1404. waivers

It is fully understood and agreed that none of the requirements of

this Agreement hall be considered as vaived by either party unless the af.

L done in writing, and then only by the persons executing this Agreeent,

-or other duly authorized agent or eepreentative of the patty.

1405. Igntire Agreeent

ThiL Agreement slpeZredee and replaces any oral or written

coomanLcations heretofore made between the parties relating to the subject

matter hereof.

1406. Inur*emnt

This Agreement shall enute to the benefit of and be binding upon the

8unccesor and assigns of the parties.

=U Wx "MS mei ,OP, each party has executed thia Agreement as of the date

shown above.

MOBIZL OZL CANADA, LTD.

-Signature

am
Title

Signature

Title

signature

Witness Title
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CANADA ,

PROVINCE OF ALBERTA)

TO WIT:

I , (f#A(~E$ <C 4 JoO.DX-f of the -C,2rV

Of _ -AL4 t , in the Province of Alberta,

OPr*r.s PD4MAji4-, , 4MAXE OATH AND SAY:
(Occupation)

1. THAT I was personally present and did see

Aer'-$ /n. ftlet,€ named in the within

instrument, who is personally known to me to be the person

named therein, duly sign and execute the same for the pur-

poses named therein.

2. THAT the same was executed at the , o f

CqL6,4e, in the Province of Alberta, and that I

am the subscribing witness thereto.

3. THAT I know the said M-x. 4 $ and he is

in my belief of the full age of eighteen years.

SWORN before me at the !eIy
of " " L..,, In the)

Province of Alberta, this A__? )

day of r4E-#f A.. A 9...

A HNoa~y Public in and for the
Province.of Alberta.

b ey A, I/Ji

di: .& 1'eA(yJ"4 10
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APPENDIX B

PERSONNEL SCHEDULE

PERSONNEL TO BE SUPPLIED BY CONTRACTOR

Contractor will furnish the following number and classifi-

cations of personnel to operate the Drilling Unit and drilling

equipment. Operator shall reimburse Contractor's hourly-rated

personnel for overtime resulting from offshore transportation

delays, overtime in excess of normal work schedules when requested

by the Operator, and travel time to and from the Drilling Unit from

the Operator's designated land location.

Number of personnel
At Shore on Total

Classification Base Board Assianed

Manager/Superintendent 1 As required I

Administrative Assistant I N/A 1

Materialsuan/Expeditor I N/A 1

Toolpusher' 1 2

Assistant Toolpusher* 1 2

-- Driller 2 4

Derrickaen 2 4

Floormen S 16

Notormen 2 4

Crane Operator 2 4

Roustabouts 10 20

Welder 1 2

Rig Mechanic 1 2

Rig Electrician 1 2

Barge Master* 1 2

Ballast Control Room Operator 2 4

Rig Medic/Clerk (IRR) 1 2

Radio Operator 2 4

Sub Sea Engineer 1 2

Total 38
VstL oi #.- I

I of 3
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In addition to the above, Contractor will employ the required

catering staff on the Drilling Unit and necessary personnel and

labor required on shore in Contractor's office to carry out the

operation efficiently and safely.

Work Schedule:

Overtime:

Catering:

Hirirj 3f Lodel
Pert-,r el:

All Drilling Unit personnel will work on a 28-day

";on" and 28-day "off" schedule. The regular hourly

work schedule on-board the Drilling Unit will be

twelve (12) hours per day (6:00 am -6:00 pm].

Employees designated above by an asterisk are not

subject to overtime except for transportation

delays or delays requiring extra days beyond normal

days on board the Drilling Unit. Changes to the

work schedule shall only be made with the prior

consent of Operator.

Operator will only pay for overtime work when

authorized by its representative for work on

Operator equipment or for a third party. Overtime

work required to repair Contractor's equipment will

normally be at Contractor's sole cost. -

Contractor shall provide meals and lodging on board

the Drilling Unit at no additional cost to Operator

for (3) three Operator or Operator third party

personnel. All meals and lodging for Operator and

Operator third party personnel in excess of three

shall be reimbursed by Operator at Contractor's

cOst.

Contractor shall wherever possible consistent with

tfl8 safety and efficiency of the operations

WidliMplited hereunder employ residents of the

fiqV|JLn of Newfoundland. Any increased cost

Incurred by Contractor as a.result of compliance

2 of 3
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with any law or regulation of any government of

competent jurisdiction requiring the training or

employment of local personnel beyond those listed

in this Appendix shall be borne by Operator.

3 of 3

97-392 0-82-30
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MOBIL OIL CANADA, LTD,
EAST COAST OFFSHORE

CONTINGENCY PLANS
AND

EMERGENCY PROCEDURES

lIc

THIS DOCUMENT IS THE PROPERTY OF MOBL OIL CANADA. LTD. AND IS INTENDED FOR USE BY
ITS EMPLOYEES. REIRODUCTION IN ANY FORM WITHOUT THE WRITTEN CONSENT OF MOctL

OIL IS EXPRESSLY FORBIDDEN. ALL MANUAL HOLDERS ARE ADVISED THAT UPDATING AND
REVISION WILL BE DONE SEMI-ArNNUALLY.

EA olt SIA22-
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1.1 PURPOSE AND SCOPE

This manual contains Mobil Oil Canada's policies, plans and procedures for use
by Company employees at all levels of reponsibility, as a guide during
extraordinary situations. This document, along with out Oil Spill Contingency
Plan, will be available on each drilling rig and in each office concerned with
Mobil's offshore operations. In addition, a copy will be supplied to key Federal
and Provincial regulatory agencies.

The necessity of adequate pre-planning is obvious. It gives rig personnel
guidelines to follow and aid in their decision making, where due to time
constraints or poor ccmmunications, it is not possible to discuss the situation
with their superiors. A formulated, agreed-upon plan allows rapid mobilization
of experienced personnel to ensure on-site supervisors have access to their
expertise. Management are provided with a plan to ensure adequate
communications at all levels. The plan also provides a check-list to follow in
decision-making.

In some circumstances, it is possible to formulate a detailed step-by-step
procedure. In other circumstances, because of the number of possible
alternatives, it Is only possible to give an outline action plan. For ease of
reference wherever possible each plan or procedure is written as a single unit.
In our estimate this gives the most convenient and consistent format, where
rapid access to information is required.

It is Mobil's philosophy thit suitable safety precautions and conservation
practices should be used to prevent emergencies before they occur. If an
emergency does occur as a result of our operations it is our intention to make
every reasonable effort to handle the emergency within the minimum time
frame.

In deciding on the particular course of action to be used, it should be
remembered that the safety and protection of human life is paramount.

August, 1980
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/

-1.2 CLASSIFICATION SYSTEM

In our plan, emergencies and disasters have been given a code classification.
This allows a system for rapid communication of the essential details of the
problem to people -and departments. Some action plans require more detailed
procedural guidelines; where this is the case, they have been provided. Sub-
classes of different codes are used where required to clarify the problem. The
codes used for reporting are as follows:

CODE 1 - Personnel lnjury or Death

CODE 2 - Uncontrolled Well Flow

CODE 3 - Rig Damage or Threat of Rig Damage

CODE 4 - Ship sunk, sinking or missing in Vicinity of Rig

CODE 5 - Aircraft Down or Missing

It should be noted that oil spills do not fall into thiscode system. It is felt that due
to the importance and scope of oil spills, it is best handled as a separate plan.

Section 4 of this manual entitled Oil Spills contains a reference to the applicable
manual. It has been placed in this volume for reference only. Operations
personnel may choose to put the action plan from their area in this section.

August, 1980
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1.3 JOB DEFINITIONS

To avoid confusion in terminology, the following titles are used thoroughout this
manual. An indication of the area and responsibility is also given for each job
title.

East Coast Manager:

Environmental Co-Ordinator:

Engineering Supervisor:

Area Drilling Superintendent:

Drilling Co-Ordinator:

Drilling Supervisor:

Drilling Foreman:

Services Supervisor:

Service Foreman:

Mobil's Senior Represeiitative on the East
Coast responsible for all offshore opera-
tions.

Mobil's advisor on the East Coast for
environmental matters.

Mobil's representative on the East Coast
responsible for all engineering activities in
an operational area.

Mobil's representative on the East Coast
responsible for all drilling operations in the
area.

Mobil's representative responsible for all
drilling operations on the Scotian Shelf.

Mobil's representative responsible for day-
to-day drilling activities in an operational
area.

Mobil's representative on the well responsi-
ble for the day-to-day drilling operation.

Mobil's representative responsible for co-
ordinating logistics, supply and communi-
cations in the area.

Mobil's representative for co-ordinating
logistics, supply and communications in an
operational area.
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Accounting Supervisor:

*Accounting Representative:

Rig Manager/
* Rig Superintendent

Barge Captain:

Rig Toolpushers:

Mobil's representative on the East Coast respon-
sible for the accounting functions in the area

Mobil's representative on the East Coast respcr;-
sible for the accounting function for an operation; ,
area.

Contractor's senior Representative at an operations
base, having overall responsibility for the rig -irn
crews.

Captain on the drilling vessel, where the rig is either
dynamically positioned or self propelled. Where th~s
is not the case, his duties would be assumed by the
Rig Toolpusher.

Contractor's Senior Representative on the well
responsible for day-to-day rig operations.

August, 1980



467

1.4 CHAIN OF COMMAND

The following chain of command will normally be followed in our operation.
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.1.4.1- The Drilling Foreman is Mobil's On-Site representative. His normal areas of
'., reponsibility include the following:

-. Providing the logistical co-ordination between the rig and Mobil
supplied support facilities, to ensure adequate supply of men and
materials to the drilling unit.

-- Ensuring that Mobll's policies and procedures contained in this
document, the detailed Drilling Program, or as outlined by the Area
Superintendent are carried out on the drilling unit to the best of
contractor's capabilities.

Ensuring that the contractor and all service personnel fulfil the terms
of their contractual relationship, and act at all times in accordance with
Governmental Regulations.

Acting as an observer on behalf of Mobil in situations where there is an
imminent threat of damage or loss to the contractor's drilling unit.
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1.4.2 Mobil do not define the responsibilities of a contractor's senior on-site
supervisors, but the following generalities can be outlined.

i. Barge Captain
- On a drilling unit capable of being operated as a vessel, the Barge

Captain has the repsonsibity at all times for the safety of the vessel
under his charge, and all the people on it. In situations of imminent
threat of severe damage to, or loss of the contractor's drilling unit, his
authority supercades that of all other on-site personnel.

. I Toolpushers
- Ensure that the Mobil supplied programs and procedures-are executed

by contractor's personnel to the best of their abilities, as requested by
Mobil.

- Has responsibility for the contractor's equipment-and personnel while
the rig is in the drilling mode, except as noted above.
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1 .5 EMERGENCY AUTHORIZATION

It is not Mobil's intent to run the operation from a shore location. Wherever
-possible on-site personnel are expected to keep shore based staff involved in the
decision making process, to ensure the-best possible decision is made. In
emergency situations, the Drilling Foreman, Barge Captains and Rig
Toolpushers will confer together and forn'ulate the best possible plan to
alleviate the situation. They will notify their respective superiors at the first
opportunity.
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SECTION 2

ORGANIZATION CHARTS

2.1.1 MOBIL EAST COAST - ST._JOHN'S

2.1.2 MOBIL EAST COAST - HALIFAX/DARTMOUTH

.2.1.3 MOBIL GENERAL EMERGENCY TASK FORCE - CALGARY

2.2 FEDERAL E.M.R. - OTTAWA

2.3 NEWFOUNDLAND DEPARTMENT OF MINES AND ENERGY

2.4-- NOVA SCOTIA DEPARTMENT OF MINES

2.5 DRILLING UNIT
- ORGANIZATION OF MOBIL PERSONNEL AND SERVICES

TYPICAL RIG ORGANIZATION CHARTS

2.6.1 FLOATING DRILLING RIG - DRILLING MODE

2.6.2 FLOATING DRILLING RIG
- UNDER TOW AFTER EMERGENCY DISCONNECT

2.6.3 JACK-UP DRILLING RIG -- DRILLING MODE

2.6.4 JACK-UP DRILLING RIG - UNDER TOW



FIGURE 2.!.1
MOBIL EASTCOAST - ST. JOHN'S

SEE MOBIL GENERAL EMERGENCY TASK FORCE

ENGINEERING
STAFF

G. Sullivan'

G. Wokthom

J. van Steenbergen

DRLG. FOREMEN
J. Jacobson

J. Re;d

E.Powell

B. Rose

L.Morrison

G. Smith

AUGUST, SS0

R. Fenex

D.Huston



FIGURE 2.1.2

MOBIL EAST COAST - HALIFAX/DARTMOUTH

SEE MOBIL GENERAL EMERGENCY TASK FORCE|
Sf - .

EAST CAST MANAGER
S. Romans k7

-a

AUGUST, 1980



FIGURE 2.1.3

MOBIL GENERAL EMERGENCY TASK FORCE - CALGARY
(REPRESENTATIVE ORGANIZATIONAL STRUCTURE)

ENVIRONMENTAL L LEGAL PRODUCTION MGR. PUBLIC AFFAIRS SAFTY
E.L.Wolker D.W. Moc Forlone F.V.Weir L.W. Frome J.R. 0' ourke

OPERATIONS MGR.
C. C. Wood ruff

TECHNICAL PLANNING
D.J. Bester

FINANCIAL CONTROL
EAST COAST MANAGER J INSURANCE ACCOUNTING

S. Romansky T.E. Fulbr;ghl

tSEE ST. JOHN'S ORGANIZATION
AUGUST, 1980
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ALL OTHER
DRILLING FOREMEN

(on s ;e)

MOBIL GEOLOGIST

I

MUD LOGGING
SUPERVISOR

MUD LOGGING
PERSON N EL J

MOBIL
DRILLING ENGINEER

ALL OPERATOR
CONTRACTED

SERVICE PERSONNEL

AUGUST 1980

01

ca

FIGURE 2.5

DRILLING UNIT-ORGANIZATION OF MOBIL PERSONNEL a SERVICES

SENIOR MOBIL
DRILLING FOREMAN

(on shie)

I



FIGURE 2-6.1

FLOATING DRILLING RIG DRILLING MODE

OTHER PERSONNEL BARGE ENGINEER] DRILLER

WATCHSTANDERS DRILL CREW

AUGUST, 1980



FIGURE 2.6.2

FLOATING DRILLING RIG - UNDERTOW'
AFTER EMERGENCY DISCONNECT

WATCHSTANDERS



FIGURE 2.6.3

JACKUP DRILLING RIG - DRILLING MODE

AUCUST, 19O



FIGURE 2.6.4

JACKUP DRILLING RIG - UNDERTOW

MOBIL , M
DRLG. SUPERINTENDENT RIG MANAGER

OR
DRILLING CO-OFZOINATOR

RIG SUPERINTENDENT

DR!LL:NG SUPERVISOR

RIG MOVER
MOZL(if applicable)MOS!L

DRILLING FOREMAN

SENIOR TOOLPUSHER

AUGUST, -,seO
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CODE SYSTEM USED

Section

* CODE 1. PERSONNEL INJURY OR DEATH. 3.4-35

Class 1 - All Personnel Except Divers. 3.4

Class 2 - Divers. 3.5

CODE 2. UNCONTROLLED WELL FLOW. 3.6

Class 1 - No Threat of Fire.

Class 2 - Threat of Fire or Fire on Board.

CODE 3. RIG DAMAGE OR THREAT OF RIG DAMAGE. 3.7

Class I - Fire and/or Explosion.

Class 2 - Collision.

Class 3 - Heavy weather.

CODE 4. SHIP SUNK, SINKING OR MISSING IN RIG VICINITY 3.8

Class 1 - Contracted Supply Vessel.

Class 2 - Other Ships.

CODE 5. AIRCRAFT DOWN OR MISSING. 3,9-3.10

Class 1 - Helicoptcr. 3.9

Class 2 - Aircraft. 310
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SECTION 3.7

CODE 3 - CLASS I AND CLASS 2

RIG DAMAGE OR THREAT OF RIG DAMAGE

Class 1 - Fire or Explosion

Class 2 - Collision

Drilling Foremen/Toolpushers

1. Call standby boat.

2. Take steps to minimize injuries. Consider use of Brucker capsules or
evacuation to standby boat (Complete or partial). Be conscious of water
depth and boat limitations.

3. . Ensure adequate first aid.

4. Take reasonable non-hazardous steps to minimize loss of equipment

5. Report emergency to E.C.O.

6. Prepare list of personnel.

7. Document all events.

8. Provide supplemental reports as necessary (if possible, use Telecopier)+

Standby Boat

1. Prepare to take all personnel off rig.

2. Consult with Barge Captain'or Drilling Foreman and report International
MAY DAY it requested.

3. Report emergency to E.C.O. if rig does not or cannot do so
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SECTION 3.7

CODE 3 CLASS 1 OR 2

RIG DAMAGE OR THREAT OF DAMAGE

Emergency Communications Officer

Begin a log of all calls

2. Pass report to

- Drilling Superintendent
(if applicable)

- Drilling Co-ordinator f1

- Contractor Rig Manager

- Services Supervisor/Foreman #11 or #3

- Area Manager #6 or ;s4

- Engineering Supervisor iv2 or 00

3. If E C.O. is the Drilling Superintendent or Drilling Co-ordinator, delegate
this responsibiity to a subordinate

4 New E C.O should advise rig of change of status, at first opportunity

5 Proceed to office if required

6. Maintain communications between rig and base as required

August, 1980
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SECTION 3.7

CODE 3 CLASS 1 AND 2

RIG DAMAGE OR THREAT OF DAMAGE

East Coast Manager

If first contact, delegate responsibilities of E.C.O. to a subordinate.

If Drilling Superintendent/Drilling Co-ordinator cannot be contacted,
assume h;s duties until he is available.

Proceed to office.

Review plans and set up a reporting scheudle to ensure efficient operations.

Inform Operations Manager.

Assess need for relief wells and well planning.

Assess manpower requirements, suggested alternates are shown below:
POSITION ALTERNATES

Drilling Superinten.lent J. Routledge (Edmonton)
M, Rushfeldt (Edmonton)

Engineering Supervisor S.V. Leisemer (Calgary)
G.W. Stuart (Calgary)

Accounting Supervisor W. Lockhart (Calgary)
W. Barth (Calgary)

Drilling Supervisor D.C. Moore (Edmonton)

8. Activate major emergency task force if required.

9. Co-ordinate government response team (National Marine Emergency Plan
(NMEP)) in the following:
- timing if they see fit to take over operational control
- co-ordination with our staff in case of above

10. Conduct additional duties as listed for Class 2 if situation warrants.

August, 1980
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SECTION 3.7

CODE 3 CLASS 1 OR 2

RIG DAMAGE OR THREAT OF DAMAGE

Drilling Superintendent/Drilling Co-ordinator

1 If first contact, delegate this responsibility to a subordinate.

2. :f E.C.O. and Manager cannot be contacted assume his duties until he is
,available.

3. Proceed to office.

4. Report to Mobil East Coast Manager if not already notified.

5. .- Obtain names of all injured/dead Mobil, Drilling Contractor, Rig and third
party personnel.

:6. I , . inform E.M.R. (Operations) St. John's or Dartmouth. #27 or #31

7. Inform Provincial Government. #44 or #52

8. Prepare draft preliminary Public Report of the disaster and pass on to
Public Relations Advisor in Calgary (if required). #21

9. Inform Insurance Department in Calgary (if required). #23

10. Inform Legal Department in Calgary (if required). #22

11. Proceed according to Supervisor's Handbook "Notification Procedures for
Death/Injury to Mobil People" if necessary.

12. Conduct additional iut;es as listed for Code 2 and Class 1 and 2 if required.
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SECTION 3.7

CODE 3 CLASS 1 OR 2

RIG DAMAGE OR THREAT OF DAMAGE

Service Supervisor/Services Foreman

1 Proceed to office and obtain update from E.C.O.

2. Check helicopter status

3. Check boat status

4.- Arrange transporation as directed

5. Check weather status

6. Arrange personnel to assist in supply and handling material It required

7. Document all events.

August. 1980
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CODE 3 CLASS 1 OR 2

RIG DAMAGE OR THREAT OF DAMAGE

Engineering Supervisor

1. Proceed to Mobil Office and obtain update from E.C.O

2. Alert Engineering Staff if required.

3. Call Tecnnical Planning Manager if required. #18

4. Arrange for stenographer to come to the office and document the events,
actions to be taken, and commitments.

5. . Continue surveillance and documentation of events.

6. Assign Engineering staff to assist Drilling Foreman as required.

August, 1980
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SECTION 3.7

CODE 3 CLASS 1 OR 2

RIG DAMAGE OR THREAT OF DAMAGE

Safety Advisor

1. ' Immediately proceed to East Coast's Office if required.

Public Relations Advisor

Review draft preliminary Public Report on disaster submitted b' Driling

Superintendent/Drilling Co-ordinator.

2. Prepare release for news media.

3. Obtain approval for release and timing of news release.

4. Proceed to Eas t Coast's Office (if required).

Operations Manager

1. Inform Producing Manager.

Rig Manager

1. Advise Contractor's Head Office.

2. Report to Mobil Office.

3. Inform his staff (including off duty Toolpushers).

4. Assist in planning control of emergency.
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SECTION 3.7

CODE 3 - CLASS 3

HEAVY WEATHER

..PROCEDURES

Drilling Foremen/Toolpushers

- Proceed according to Drilling Contractor's and Mobil's weather and
superstructure icing procedure.
Found in Sections 7 and 8 of their manual.

- Ca!t Drifling Superintendent at first opportunity.

2. Drilling Superintendent

- Consult with necessary staff together with Rig Manager to decide
appropriate plan of action and possible rig evacuation

August, 1980
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SECTION 3.8

TO USE THIS PLAN

.1 FIND YOUR JOB TITLE.

S2. ACTIONS ARE GIVEN IN NUMERICAL SEQUENCE.

3. PHONE LIST IS IN LAST SECTION. ALL TELEPHONE NUMBERS, JOB
TITLES AND CONTACT NAMES HAVE BEEN NUMBERED FOR EASE OF
REFERENCE.

August, 1980



LIST OF CONTRACTORS

SEDCO 706

DRILLING VESSEL

HELICOPTERS

SUPPLY VESSELS

ICEBERG MONITORING VESSEL

MUD GAS LOGGING

DRILLING FLUID ENGINEERING

DRILLING FLUID PRODUCTS

ELECTRIC LOGGING

CEMENTING SERVICES AND PRODUCT

SURFACE P kOOUCTION TESTING

DOWNHOLE PRODUCTION TESTING

CORING

VELOCITY

DIRECTIONAL SURVEYING

WEATHER FORECASTING

ICEBERG WATCH

CUSTOM BROKERS

SURVEY

DIVING

ZAPATA

OKANAGAN

CROSBIE

CROSBIE

ANALYST

MAGCOBAR

MAGCOBAR

SCHLUBERGER

HALLIBURTON

JOHNSTON TESTERS

JOHNSTON TESTERS

CHRISTENSEN

CENTURY

EASTMAN

NORDCO

MacLAREN MAREX

P.F. COLLINS

McELHANNEY

K.D. MARINE

SEDCO 706

OKANAGAN

CROSSIE

CROSBIE

RAROID

MAGCOBAR

HAGCOBAR

SCHLUMBERGER

DOWELL

WEATHERLY

JOHNSTON TESTERS

CHRISTENSEN

CENTURY

SPERRY SUN

NOROCO

MacLAREN MAREX

P.F. COLLINS

McELHANNEY

CAN -DIVE

OOECO

OKwA)AGAN

CROSBIE

CROSBIE

ANALYST

BAROID

BAROID

SCHLUMBERGER

HALLIBURTON

PORTA-TEST

JOHNSTON TESTERS

CHRISTENSEN

CENTURY

SPERRY SUN

NORDCO

HaCLAREN HAREX

P.F. COLLINS

McELHANNEY

HYDROSPACE

SERVICE I UGLAND

OxhibiCEA R
OCEAN PUAER



491

ufiicer In C;ar,,e
:trine luopection Office
John o. ?amtora Fud. J1Lde.
Vrovidence, RI 02903
jel: 4jJ-528-433'

16711
18 ecazoer 197-i

Oceoa Dr1l~llc & Exploration Co.
P1O 3ox 61730
New Orle308, LA 701bl
Attention Dr. Terry Petty

GubJl .. )!)U *OCIA4 RAN GLW "
31 x 2621 x 151' Seni-gubcsrstule Drill,: ;niot

?on-Claased
Inspection for Certification

vent lens

An Initial inspection ws conducted on subject drilling; unit frow 4 through
14 Decanber 1979. The following ites are required to be €ocpleted prior to
issuing a U. S. Coast Wcard Certificate of Inspectiont

1, Provide an FCC certificate for radios (vessels and lifeboat)
2. Provide and install an Lweerioncy Position InJicatin3 Radio Seacao (E?i;3)

Provide certificate of servicing otr portable fire extinCuishers
4. Provide two (2) ftremens' outfits
50 Stencil lifeJacket lockers and rcaots. fuel shutoffs.
6. Toot nuober 2 boiler low water cutout
7. Provide adequate L.SA approved first aid kit for lO persons

,3V' Pgister vessel " a U. S, vessel (obtain Official Niu&er)

The following Items to be completed priot to 15 January 1980 or issuance oi
Certificate of Inspection, whchever is later:

1. Provide CG approved ring buoys (8 required)
2. Provide CG approved lifeboat provisions for both lifeboats
3. Provide two CC Approved snaka floats to be attached to rin4 buoys
4. Paint helicopter landing deck with no-akid paint
5. Mark general alarm with siso as per 46 C? 106.625
6. Mark C02 alarms with signs as per 18.627
7. 3ark liferafts with si~gr as per 10.3655
8 Inspect and repair fire detection eyetem
9. Add an adequate vent for the C02 rooa
10. Provide wind direction indicator for halo deck
11. ' ork access to helo deck with varning signs (all three accesses)
12. ,place interior fire hose with CG approved hose and CG Approved

combination boxsleo(alter system to receive these hoses)
13. Provide International snore connection
14. Post fueling procedures

97-M2 0-82-82
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-.45. .o: Iv ~t.i .. tri.c ,3rt Lie trn, ( ,P ' ro. a.
1-. ' L):prte o.o. sSCe- t3 c a sa.;le anIJ h4ve it r-%lvz2..

:o Lo ACO41.t4. rIor to "r1n.1ii; i.ec Atj% tOt -01iC )L , r a uc I IC.

1. Install reLvotd (%..l 1eur-p bugdow.n at ijain accoos.

3. "A" visible t.e ftael ptu.p peratioo indlcator li,,t.

To wa a,.co/Illshed prior Eu I June 19J': or iabuaoce of G.crtiiicate of
Inspection, w.ichover is liters

1. Install a vco:'a rajar toorpendenftly 1>o.ereii fr= VIC OAlfti.i W.n .
Stuo4,It for review 4y ta Cou..Anant, UCCC, plars for special survey of
j4erviter body. 4aS accxiplLsh seucial survey required.

3. Suthalt for review and ubtain aprovsl of Fire Control ane .afety ?la:j.

To be done rrior to riext taspectiou for Certi.icailoo:

1. Comply with ..6 CF VIA.50b ogvlt launched liferaits oitacceptsble
substitute.

2. isplace llfebo4s an davits with CC approved or o:teLo ap'r,>vdl for
existlng Oones.

3. obtain approval of fixed C2 systet.
. Obtain CC approval of fire detection system.

All aove itase. to t completed to the cisfasctlioa of tbu cognizant OfIicCr lu
Our&e, Larine N:sspectle. /

Sincerely,

R. A. SUrTIERL&;j
Captaln, U. S. Codst wjard
Officer in Chare, :1arine Inspection

2-

-v ?: . - .
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© -"

t I
S4 T'.1

1*', , . : k * 'P, 1 ),5

, ,,. r

U,.o blJrj. l61.1: Cn31 St.
P.O. Cox 61/80

N.!w Orlhns, LA. 70161
I. S. A.

R e: "OCEAN RANGER"
Reg. Parnama
rross Tonnage 14,9141 0::7601 702

Y-.ur P/O 01101 ,1r.A. HoIk ins

Coo ri-n

Attn: -Mr. T.D Perry
VIce-P,-os.

We :ncloe our Report and Certificates VA7729,VA7/30,
VAI/30..X, VA7730-X-1, dated 5th July 19/9 (Under,.iater
Insp.;'tion in lieu of DO, Fpccial Survey No.l-Hull,
HJch.,I'lLoctrical Appar., Annual Survey-Hull & Mach.,
Annual Loadllne Inspection, Provisional LL Cert., Wi:.ch
Drim ,od.); together with --ur covering Invoice 563691
dated 7th November 1979, in amount of $11,454.00 Canadian
Currency, in connection with the above drilling unit.

Yours very truly,

AMERI N UREAU 04 SHIPPINt

G. Fe n ikSeor uvey or.

GF:gs
Encls.

ii

* A

( " , - : I . I )
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American Bureau of Shipping
65 BROADWAY, NEW YORK, N.Y. 10006

REPORT NUMBER VA7729 VANCOUVER,B.C. ,CANADA
.SIM JULT ij/

NOCLAN RANGER"

THIS IS TO CERTIFY that the undersigned Surveyor to this Bureau did.
at the request of the ower's representative, attend the twin screw column
stabllzed drilling unit "OCEAN RANGER" of Panm, R.P , Gross Tonnage |14,914
10#7601701, while the vessel lay afloat at Port Alberni, B.C.,Canada, on the
Ilth day of May 1979 and subsequent dates,. In order to exemlne and report
upon the condition of the vessel relative to:

- UNDERWATER INSPECTION IN LIEU OF DRYDOCXING
- SPECIAL SURVEY NO.1 Of HULL
- SPECIAL SURVEY NO. 1 OF MACHINERY
- SPECIAL SURVEY NO.1 Of ELECTRICAL APPARATUS
- ANNUAL SURVEY HULL AND MACHINERY
* ANNUAL LOAOLINE INSPECTION
- WINCH DRUM MOIFICATIONS

For further particulars, see report as follows

1) For outstanding recommendations contained In Vancouver Report VA7476
dated 13th January 1979, regarding PCI Portside Boat Bumper, which
were completed, examined, and tested In accordance with the Rule re-
quirements, se Vancouver Repert VA7728 dated 6th March 1979.

UNDERWATER INSPECTION IN LIEU OF ORYDOCKING

2) With the sami-submrslble In the light draught condition, the exposed
portions of the lower hulls, including column's foot and diago lobrace -
connections end the upper two feet of the lower hulls wers examined and
found satisfactory.

3) The diagonal brace connections where surfaces are exposed to the sea,
were examined Internally and all surfaces were found weil coated and
paint Intact. Sacrificial anodes where fitted showed negligible wast-
age.

4) The propeller, exposed parts of the stern bearing assembly, rudder

flat]* nd gudgeon securing arrangements were examined and found set-lsfatory.

5) The rope guard we removed, port and starboard, and the stern bearing
seal and rudder bearings were examined and talIshaft clearances measur-
ed. Original gauges were not available and now gauges were machined
to original specifications, measurements recorded as follows:

Th. CwWucb e groeo ,apecd me om4co. uw. e undraod and ageed mg n4e.. me Sue., rw an ol Com.,

N of At Oft-. SwyoMn AWOea or EmMyefte Lwa an auff iWcg famer 10 to hW Vr e kr a CV
In repol Of Iecate y W & a MM eu of t Swvwo or any or yV ReOrd or oe MMu'Ao of ft qwtau of W

ay d ft or mW &Mr ' d1 wt d&A or neqgoei,

Form A. 141 AV (12/78)

IN
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REPORT NUMBER VA7729 -2- VANCOUVER.B.C. ,CANADA
5TH JULY 1979

"OCEAN- RANGER"

UNDERWATER INSPECTION IN LIEU OF DRYDOCKING

5) Tellshaft reading:
Starboard Port

Original reading 6.732" 6.740"
Present reading 6.750' 6.733"

Difference 0.018" 0.007"

These readings are considered satisfactory.

6) An underwater examination of the two lower hulls was carried out
by a team of divers, equipped with television and videotape equip-
ment and in comunication with the undersigned. The diver started
his Inspection at the bow section of the port and starboard pontoons
and swam transversely across the hulls covering their entire length
to the stern. Visebility was ten to twelve feet near the surface
and Improved slightly near the bottom of the hull. -

Starboard Pontoon Observations:

- Heavy marine growth on bottom of hull.
Barnacle growth on sides of hull, about 70% coverage.
Minor paint fouling In scattered areas, no corrosion.
No damage or Irregulatorles In hull.
All sacrificial anodes In place and negligible wastage noted.
All welds appeared in good condition.
Sea chest clean except for light barnacle growth on grating
which was removed by diver. One bolt missing from sea chest,
was replaced at this Inspection.

-Port Pontoon Observations:

- Heavy growth on bottom of hull.
Barnacle growth on sides of hull, approximately 70% coverall.
Minor paint fouling In scattered areas, no apparent corrosion.
No damage or Irregularities In hull. .. li
All anodes In place and with approcimatey 90% of life raminIng.
Sea chest clean except for light barnacle growth on grating which
was removed by diver. Five bolts were missing from sea chest
and eight bolts were missing lock washers. These were all re-
placed by the diver at this Inspection.
All welds appeared in good condition.

7) Forward bow section Inboard shell plating in way of the forward
column paint scrapped off due to contact with the anchor chain,
no apparent Indication of corrosion and considered satisfactory.
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REPORT NUMBER VA7729 .3- VANCOUVERB C. CANADA
MTH JULY 1979

"OCEAN RANGER"

UNDERWATER INSPECTION-IN LIEU OF ORYCOCKING

8) The entire inspection was cwpleted with continuous closed circuit
video caunication to the surface and selected portions of the
Inspection were videotaped and the unedited videotapes submitted
for the owner's reference. For further particulars, see attached
copy diver's report.

9) In the opinion of the undersigned, the underwater shell surfaces
are In satisfactory condition and 11 IS RIECOMMEND that the
Underwater inspection In Lieu of urydocking be considered complete.

SPECIAL SURVEY NO.! OF MULL

10) The following spaces were examined and found satisfactory:

. Crawls quarters and accmdation spaces.
- Bulk mud tanks and compartmets.
-. Cment tanks and compartments.

Cofferdams.
- Fuel oil day tank room.

Doeck house.
- Distiller room.
- The degasser area,-

The shei shaker area.
- The mud return area.

The pump rams.
- The store roams.
- The generator room.

P1) The following structural areas were examined and found satisfactory:

Connections to the main deck, girders, knee bracers.
Crane foundations.
Hel Iport structure.
Hull and Internals In way of fairleads and keel coolers.
Hull and Internals In way of outrig type housing racks.
Internal ring framing and vertical framing.
Leg and column connections.
L gs and columns.
The main deck plating.
The main deck bottom plating.

- The drill well area.,
The substructure of blowout prevention sttck.

- The substructure of diving bell.
- The substructure of cempenseator system.

The substructure or storage area.
- The truss bracing.
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"OCEAN P.AHGER"

SPECIAL SURVEY No .1 OF HULL
12) The vessel beIng at anchorage, the twelve anchors and chains were

examined as far as practical and found satisfactory. In conjunction
with this suLvey, the following chain lockers were examinmd and found
satisfactory

- PCIA chain locker port forward #1.
- PCIB chain locker port forward #1.
- PCIC Chain locker port forward 1l.
- PC4A chain locker port aft 04.

PC49B chain locker port aft AL.
- PC4C chain locker port oft #4.
SCIA chain locker starboard forward #1.

- SCIB chain locker starboard forward #1.
SCIC chain locker starboard forward V1.
SCIA chain locker starboard aft 4.
SC48 chain locker starboard aft A4.
SC4C chain locker starboard aft #.

13) The bilge collection spaces In the port and starboard hulls main
propuls ion and pump rooms wre exa ined, together with the bilge
alarms system and found satisfactory.

14) The production test flow burners were examined as far as practical
and all found satisfactory.

15) The venting arrangements and closing appliances were examined and
all found satisfactory.

16) The following tanks were used exclusively for fuel all were examined
externally, found satisfactory and Internal Inspection waived:

- ST6 fuel oil tank starboard side.
STl, fuel oil tank starboard side.

- PT6 ,fuel oil tank portside.
PTi2.fuel oil tank portside.

17) The following water ballast tanks, port and starboard, located In the
Ioer hulls were opened, examined Internally, together with the shell
plating deep web frames, longitudinals, bulkheads and all found sat-
Ssfactory. The sacrificial anodes were examined end found in nom

condition. The protective paint coatings appeared as in n condition
with original paint thickness measurements still clearly visible.
There wa4 no indication of marine growths

- STI ballast water tank starboard side.
- ST7 ballast water tank starboard side.
- STIO ballast water tank starboard side.
- ST16 ballast water tank starboard side.
- FTI ballast water tank portslde.
- PM1 ballast water tank portslde.
- PTIO ballast water tank portslde.
- PTI6 ballast water tank portsIde.
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SPECIAL SURVEY NO.1 OF HULL

18) The following tanks, port and starboard, were examined in accordance
with the Rule requirements, all found satisfactory

- ST2 ballast water starboard side.
- ST3 ballast water starboard side.
- STh ballast water starboard side.
-ST5 drill water (fresh) starboard side.
STI ballast water tank, starboard side.

- Si9 ballast water tank, starboard side.
- STII ballast water tank, starboard side.
- ST13 drill water tank, starboard side.

ST14 ballast water tank, starboard side.
- STIS ballast water tank, starboard side.
- PT2 ballast water tank, portslde.

PT3 ballast water tank, portside.
- PT5 drill water tank, portslde.

PT7 bait water twK, portslde.
- P8 ballast water tank, portside.

PTg ballast water tank, portside.
- PTl1 ballast water tank, portside.
PT14 ballast water tank, portside.

- PT15 ballast water tank, portside.

19) The following void spaces were examined in accordance with the Rule
requirements and all found satisfactory:

- 5T 17 void starboard side.
- ST 17 void portside.

20) The following tanks located in the columns were examined In accordance
with the Rule requirements and all found satisfactory:

SPCID void port, forward #1.
PCIE Annulus port, forward #1.

- PCIF Annulus port, forward #1.
PCIG Annulus port, forward #1.

- PCI Annulus port, forward Il.
PCIJ Void port forward #1.

- P2A Void port 92. -

1P2B Boat uamper Port #2.
- PC2C Void port #2.
PC3A Void port ,3.

- PC38 Bot bumper port #3.
P Void port f3.

Void port aft A4.
PC4f Annulus port aft No.4.
-C4F Annulus port aft No.4.
PCG Annulus port aft No.4.
PC'H Annulus port aft No.k.
PCW Void port aft Ak.
SID Void starboard forward 0l.
SCI[ Annulus starboard forward #1.
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"OCEAN RANGER"

SPECIAL SURVEY NO.I OF HULL

20) - SCIF Annulus starboard forward P1.
- SCIG Annulus starboard forward #l.
- SCI Annulus starboard forward #1.
- SCIJ Void starboard forward 1.
- SC2A Void starboard 12.
- SC2B Boat bumper starboard #2.
- SC2C Void starboard #2.
- SC3A Void starboard #3.
- SC38 Boat bumper starboard #3.
SC3 Void starboard-#3.
SC Void starboard aft #4.
SC4E Annulus starboard aft #4.
SCF Annulus starboard aft #.
SC4G Annulus starboard aft 04.

- SC4HI Annulus starboard aft A4.
- SC4J Void starboard aft #.
- A 12 HP Void port horizontal brace.

A 14 HP Void port horizontal brace.
- F 12 HP Void port horizontal trace.

F 14 HP Void port horizontal brace.
- A 12 HS Void starboard horizontal brace.
- A 14 HS Void starboard horizontal brace.
- A 12 KS Void starboard horizontal brace.
- F is HS Void starboard horizontal brace.
- V IP Void port truss.

V 2P Void port truss.
V 3P, Vold port truss.
V 4P Vold port truss.
V IS Void starboard truss.
V 2S Void starboard truss.
V 3S Void starboard truss.
V S Void starboard truss.

SPECIAL SURVEY NO.1 OF MACHINERY

21) The following pumps were exambred In accordance with the Rule re-
quirements, operationally tested and found or placed In satisfactory
condIt Ion:

- Nos. I through 6 ballast pumps.
-no. I through Ii bilge pumps.

- Fire pump.
- Emergency flre pump.

.No.1 main engine fresh water cooling pun-ettached
No.2 main engine fresh water cooling pump-attached 91"
No.3 main engine fresh %ster cooling pump-attached 01.
No. main engine fresh water cooling pump-attached #1.
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REPORT NUMBER VA7729 -7- VANCOUVER.B.C.,CAMAOA
5TH JULY 1979

"OCEAN RANGER"

SPEC IAL SURVEY NO, I OF MACHINERY
21) Fuel oil service pums Nos. I through 4.

MaIn engine No.1 lube oil pump attached.
Main engine No.2 lube oil pump attached.
MaIn engine No.4 lube oil pump attached.
Main engine No. lube oil pump attached.
Lubricating oll service pump 1.
Lubricating oil service pump #2.
Lubricating oil transfer pump.
Main engine No.I salt water cooling pump attached #I.
Main engine No.2 salt water cooling pump attached #I.
ain engine No.3 salt water cooling pump attached #1.

Main engine No.4 salt water cooling pump attached #1.
No.1 main propulsion motor salt water cooling pump.
No.2 main propulsion motor salt water cooling pump.
Diesel generator salt water cooling pump.
Steering ger pump port.
Steering ear pump starboard.
No.! and stern tube lubricating oil pump port.
No.1 and 2 stern tube lubricating oil pump starboard.

22) The Nos. Is 2, 3, 4, and 5, main diesel generating engines were
examined under operating load conditions, operational temperatures
and speed control together with safety devices examined and all
found satisfactory. In view of the age and low operational hours
of these engines end a review of the maintenance records and exm-
Ination of the log books, further examination was waived.

23) The Ns. 1, 2, 3, I4, nd 5 main diesel generators engine foundation
bolts and chocks were examined and all found satisfactory.

24) The port and starboard main line shafting and bearings were examined
to Rul requirements and found satisfactory.

25) The port and starboard main reduction gear boxes were opened.
examined and the starboard side Inboard reduction gear pinion and wheel
were found slightly pitted together with minor cuttings found In the
lubricating oll filter. The manufacturer's agent examined the reduction
gear and reported the condition to be satisfactory and is noted for
record ourooses only.

25) The piping and pumlng system arrangements were examined to Rule re-
quirements and found satisfactory.

26) The Nos. 2 and 3 service a r tanks were opened, examined Internally,
rellef-valves tested and ill found In order.
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"OCEAN RANGER"

.PECIAL SUfRVEY NO.1 OF MACHINERY

27) The Nos. 1, 2, 3, starting air tanks were examined Internally and
found satisfactory. Relief valves tested and found in order.

18) The port and starboard steering engines were examined to Rule ro-
qutrements and found satisfactory.

29) The control air compressor was operationally tested and found sat-
I sfactory.

30) The control &lr receiver was opened, examined Internally and found
satisfactory.

31) The auxiliary diesel generator engines were examined together with
the log books and maintenance records, engines operationally tested
under load, safety devices tested, and all found satisfactory. In
vie of the low operational hours of these machines, further examin-
ation go wived.

SP(SIAL SURVEY NO.1 OF ELECTRICAL APPARATUS

32) The main AC generators and excitors were Insulation resistance
tested and found satisfactory. Generators operationally tested
under load and found satisfactory. Insulation resistance records
are on fIle.

33) The auxiliary generators and emergency generator were examined
under operational conditions, together with the maintenance records,
engines tested under load, safety devices tested and all found
stisfactory.

34) The main and auxiliary electrical cables and main switchboard wore
examined to Rule requirements, Insulation resistance measurements
recorded end all foWud satisfactory.

35) IT IS REMEE that foregoing Items numbered 10 - 34 Inclusive
D creIte" to te Special Survey No.1 of Hull, Machinery and
Electrical Apparatus and that the Splcal Survey No.1 of Hull,
Mahinery end Electrical Apparatus be considered complete.

AWUAL SURVEY - HULL ANDO MACHINERY
ANNUAL LOAOLINE INSPECTION

36) All accessible, of the steering arrangements Including the steering
machinery, quadrants, tillers blocks, rods, telemotor or other control
transmission gearwere examined and found satisfactory.

37) Sluice valves, doors In watertight bulkheads and closing appliances
In enclosed superstructure bullheads and for air and sounding pipes
Including pressure vacuum valves and flame screens were examined and
found satisfactory.
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REPORT NUMBER VA7729 -9- VANCOUVER I5 C.,CANADA
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"OCEAN RANGER'

ANNUAL SURVEY-HULL A14D MACHINERY
ANNUAL LOADLINE-INSPECTION

38) Coamings and closing arrangements of ventilators to spaces
below the freeboard deck and Into enclosed supostructures,
hatchway cemings, hatch covers and all their supports were
examined and found satisfactory.

39) All accessible parts of the vessel liable to rapid deteriora-
tion ware examined and found satisfactory.

40) Exposed machinery casings, guard rails end all other means of
protection provided for openings and for access to crew's
quarters were examined, and found satisfactory.

41) Guard rails for unprotected floor and deck areas were examined
and found satisfactory.

42) Connections of vertical columns to upper and lower-hulls were
examined as far as possible and found satisfactory.

43) 0 lagonal girders, trusses, Intersection stiffeners and areas
In the hull structure in way of structural discontinuities
end high stress concentration were examined as far as possIble
and found satisfactory.

44) A general inspection was made of the engine, steering machinery,
windlass and fIre extinguishing apparatus required for clasilfTc-
atlon and all found in satisfactory condition.

4,5) No alterations have ben made to the vessel which would affect
the loadllne asslgrment.

46) The required stability data was verified as being onboard the
vessel.

47) The Annual Load Line Inspection was carried out at this time,
Loadline Certificate ws endorsed and a Provisional Loadllne
Certificate VA7730-X dated 5th July 1979 was issued for a
period of five months. exlrng 5th December 1979, pending Issuamnce
of final certificate.
For further particulars, see Vancouver Report VA7730 dated Sth
July 1979.
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"OCEAN RANGER"

--WINCH DRUM MODIFICTIOnS

48) Modifications to the Nos. I through 12 mooring winches was
Initiated due to difficulties during operation Inthat two
drive gears were broken and the flange of one drum separated.
The modifications were carried out in accordance with the
owner's plans end specifications. Complete new winch drum
units were Installed and in view of the change in gear tooth
profiles, the corresponding pinlons on the drive shafts were
renewed at this time. Additional Intermediate bearings were
fitted at the centre of the drive shaft to reduce deflection.

The drum assemblies Including gears and p onions, together
with other components were designed for heavy duty and in
accordance with the following specifications:

a) 624 000 pounds line pull on third layer at stall or
- equivalent torque at any layer.

b) Occassional tensioning line pull of up to 95% of stall
tension at slow speed up to seventh layer.

c) 300,000 pounds constant line pull from the first to the
thirteenth layer, at a line speed of 10 to 60 feet/minute.

d) Powl hold n-the breaking strength of 3" nominal dia.
Wire rope (1,248,000 pounds) up to and Inclusive of the
seventh layer.

e) Band brake holding 625,000 pounds on the 7th layer.

3) Upon completion of the installation of the new winch drums and
drive mechanism, the following wlncres were subjected to a
brake load test end considered as being representative of the
existing condition of the modified winches. The winches were
tested under these loading conditions and the following results
recorded:

Winches # AWl s 200,000 lbs.
#AW6 220,000 lbs.
# AW7 a 340,000 lbs.
I AWi2 100,000 lbs.

50) The winch drum modifications were examined on completion and as
far as could be determined, all found satisfactory.
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"OCEAN RANGER"

Underwater Inspection In Lieu of Drydocking

Special Survey go. I of Hull

Special Survey No. I of Machinery

Special Survey No. I of Electrical Apparatus

Annual Survey - Hull and Machinery

Annual Loadflne Inspection

Provisional Loadline CertifIcate Issued 5 July

Winch Drum Modifications

1979,

completed July 1979.

cpleted July 1979.

completed July 1979.

completed July 1979.

completed July 1979.

completed July 1979.

expiring 5 Ceceuter 1979.
completed July 1979.

It is recommended that this vessel be retained as classed with this Bureau.

cSwl ft. urveyor.
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American Bureau of Shipping

REPORT OF ANNUAL LOAD LINE INSPECTION
spoin No. MAu IF II$IP DA

VA7730 "OCEAN RANGER" Sth July 1979
6" Ofl 8IA6l OFICINL 1191189 "aS of SIIISflyI Fii It img

!14.! C) 14 3 E -anama. R,.P, ~ tr e.¢.

Odeco International Corp./ K/S Fearnley Drill. & Expl.

iTEM EXAMNED CONDITON MARKS

L HATCHWAYS & COVERS
Sd~ee em maull= . 'M N/A

ce bourn
Ueahhp. pdvwo ds

2. MACHMNERY CASINGS
FwdwyN/A

I FLUSH SCUTIES
Aftsclasas N/A

4 COMPANMONWAYS
Doom dU han~

Sati sfactory

S. VENTILATORS

TraSatisfactory

& AIR PIPES
ckw- ,nemas Satisfactory

?. GANGWAY CARGO ANDOIDE POs TIN star N/A
Sm,-.

S SCUPPERS AnSJ MAY DISCHARGES Satisfactory

9. SIDE SCUTTLE
DdemnSatisfactory

10. GUARD RAS OR
BULWARKS Satisfactory

Fore LL 90 R". 3.75
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ITEM EXMINED CONDITION

11. REEING j TSsbww ba N/A

It IPROT£ rON A"D ACCESS
TO CRs Qu .,TM Sat isfactory

I. EM BU=JHEADS OFsi. U tU N/A
Okdag appliaben andtop~lx - _ _ _ _

m~ TiMER. TANMf An
SPECIAL TYPE N/A

IS, LOAD LINE MAkS
Sati factory

I&LOWADING MANUAL NIA
LOADING INSTRU MET

17. STABILXiY DATA Satisfactory

I have surveyed the above-mentioned ship and am satisfied:-
(i) that the Sfttin and appliances for the protection of openings, the guard rails, the freeing ports and the means

of a.e, to the crew's quarter have been maintained in an effective condition; and

(ii) that no alterations have been made to the hul or superstructures which would affect the calculation determining
the position of the load lines.

ANNUAL:-
I have endorsed the Load Line Certificats No ............... 1.! 3.., . ............... follows:.

... .SWlft ..... ...... ..... an uv. , . .na July 7 .................PaaDana

EXTEINSION:-
I hav extended the Load Lin Cer"ce No.. .. . . . . . until: . .........................

............... ... .. .. ... .. .. .

PROVISIONAL LOAD LINE CERTIFICATE IssUED-vaid until: 5th Deemaber ...1979 .. ...........
No.VA7730-X dated 5 July 1979, Pending I uance of final certificate

CSwift, .

\yar .m e ... B...+. . SmIppint

rlWi Covlloa e 4 grenld wbsodha 1av to 0a P4 e0Veoa o rnd e" *W h, Vi Bs o I ow smr o ;I C&Om&Mo w o a so ;s 04 4.
Uhetva,, AwlsW a, larisy.. aa4 0 a n 'nhao eroa In b h 14 ba so~ld o eons ha ay oener a an any lsoaw W, r"Anofa is" bY Ae
Own" or he Swveyors t i any elv in taa or ablkam of t ba n a, w1a "y Wi i, or *ay vsao lddW*. deO mi r e, n age.

Fee I s, vnel clmsed AB or Unclued?.ASS ............ H his orey been carled oat at the name
xpei time an an Annual Surnty?....Rapone *._VA779... . .... ................

Total This srvey wa requested by: . ownerIs rep. .
...
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PROVISIONAL LOAD LINE CERTIFICATE

VA7730-X

byu American Bureau of Shipping

porL.yf.j~over,8.*.,Ca~da5 July 1979
Poin V n.uv.r.. .. .,. an..ad .. D-t ......... .......-... .....

toi i a n ( QJrt t y Mt a@ GLoaLiemrkg, sig~ndCnde

tAe prove of e Load Line Relaiou for Ow........ "OCEAN RANGER"

of Panama, R.P. 0~IDi66116-2 -
. .........-. o. . .. N..... ....... N o....... . .. .... . .

recommended to th Commitee of this Bureau to approve, are w flows:

Caes of Ring below top of--uPtP -.--- Dock- 16,900 NM

Tropical Frob Wae Load Line, above can of rl K* .-- -

Frah Weine Load Line above centr of rig

Tropial Load Lin above center of ring- .. ..

Sonmer Load Lind, canter of Arin...

Waer Load Line, f r of rin.

Winter Nord o a L Line below nt of ring

NOT& The map of e retnae Deck 14oo ke k mkmr ar mumod' 480 MM

hoela, top of dub a ewo

TbhczddcthJd - ecmer 1979, pendIn suance of flnal

certl fIcate.

97-,94 0419

67-392 0-82-3



508

American Bureau of Shipping

LA REPUBLICA DE PANAMA
45 BROAD STREET, NEW YORK. N. Y. 10004

INFORME DE INSPECCION ANUAL DE LINEA DE CARGA

LFRE NQ. VA7730-X-! PUERTODZ Vancouver._.C.,Canada

XCHA Sth July 1979

LA PRESENTE ES PARA CERTIFICAR que el infrasaito, Perito de esta Oficina atendi6 a

rug e... ...Odeco. internationall ...Corp. -.& ..K./S ..Foarnley Dri 1.. & Exp.

• "OCEAN RANGER" Ntmoro Official 3 E N B

o.dia do. ....... ........... ........ , pare l fin de inspeccionar

(&) la protecci6n de aberturas. (b) pasamanos, (c) portas de desahogo. (d) medios de acceso a]

alojamiento de Ia tripulacid6n. y encontr6 que so habian mantenido en condici6n efficient; tambitn

que no se habian hocho modificacones en el casco ni en las superstructurs que pudiesen afectar

Io. cilculos de Ia poici6n de la lineas de carga.

A. - (Anual) - Cortificado de Fanco-bordo no. 61e30,89 ndosado 2LL4!L I i7_.
Provisional VA770X I sued

B. - (Renovad6n) -Certificado do Franco-bordo O . ... .renovado a.. -AJ Y._ Z.
ha,, -1 5 December 1979. NO g

T%6s C..iaini yi- d.is the -s imdi" "tS is madvsesd SOW e WOi o.e- w b. bt $ a a of; Comit" awimy *#aN 06w.
Some.04~ Aonf *Wwiii. ;;d.y cicttesm abeumw to be hs*d rupmI loa my mWaaoey W o -w aor tw c a. *smu by *his
boom or it Sw.@.yor ti o" symay in Ia-d N edo, p~ebloG glib * a4 o. $we sa .5 o" W tis so nf at odgme.. deoglr mgtigae.
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* w 'TrnATrnNAL LOAD LINE CERT"ICA" t (1966) r
j1Uw-. dmlm @ide..m, omsmac -mLedLlAmq.?)w . mm., mim.C-emmie .1m6

UNITED STATES OF AMERICA,
Commki, U. . cow Guad,

A Ate American Bureau of Shipping
&* ed omw m s mi m~ PwM A pawewo 68 miCam

A . ~*'bmmnb~*~ 1Aa.wA~m

0 ab~ h imwbmhh

I~~I~I tL~ IL) U

1 . 4 U m e .I i S1 3 4 a m

is 6156 641 IV'1746

Ty 
ml.

A"aw )mdmm to center of ring 16,002 - LuL,
N/A lsa N/A ficbT N/A lac. Abdmw. (S)
N/A ba N/A k (S) - Umredhael a a m md ee, eed
IVA.' NA- led. N/A k (W) N/A ifw bel o (S)

bai/AAdemb *A Im N/A %" (VWA) N/A 6c. beow (S)
W 6mh m& l se ba u GPO m Ne mad . md m 6m wadfi*e

o k1, d hm N/A M
. fl Bmwim mmp d db u@v b bN

SAP d dw 6udIm en v" nn *wdmb am smm Is 480 n BELOW

..

'. hdbwmkimlkm~nW SI LY 1979

,J t EU j~VY i~bo~ph. hmvws7e md &ue te ivebwadm ae bee meied mad load Uses. mbor
&pf ha. bm -t Is asewdum vkh d Ise hmuumd Ceevmdm em Load thm% 96

i-t 5AJ b19ld6d 5 dULY I4 "hbjeatommal mrvey:
Ibmew wf Aid& 14 41) (e) dA CAmenke. mad melm denal m the m-ve Wd l ofd Centimm.

, 40 aybe nd *. eAmn Wpn elnfi enaImeld s mbe Amimd I. emiem cud d. L*ie Sqphdm
boeddwNearYak. ItY. 300CT0I6 1981

m m igd . Sd he Is dy asheeind byI saied Commma
*mdd Ca. cmdi

I-

Li
Ameeba Ieam Mobslu

. '.-

BEST AVAILABLE COPY
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Amaerican Bureau of Shipping

RJRT OF ANNUAL LOAD LINE INSPECTION

BEST AVAILABLE COPY

"Ool J MWER, 8 April 1980

ft- SAti"seactMwory m

L~glS " " 61 l -Way Or!en.y Philadelphia, PA

. I. Ib 11h Sn eot fa Cco~
=' lstww a€ n

* .S ati, factory

Satisfactory

Satisfactory

d mmemSet$atfactory

Satisfactory

Satisfactory
Tab Stisfactory

26 ..su

L
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-.---m -- -

Satisfactory

Satisfactory

dW Satisfactory

M aam AN"a Satisfactory

K. IUM rDAU' Letter On Board
I . -l

jE~~wed..ee..md Ihaa "ftm&Sd,-ofap
-(53 fi l =ie ~ n ~ Vip teard raike the fmeing poMu and the ff*.Ins

* ~ ~ a 0 "UU hav' mn e ka bees aa is ct coditie; MWd
' es s imbw him mmi b the hue ipeetactN which woudlfect the aculetion decrnsning

- b. npedeed die Iod 

I .-. I b"* ndonw do 1M4 Lim C d ia ms. ..... ...... ......................... as tOPAW ..

Phin

I bomo advd &*Lhel Ui Caeieds No. .....................

0Ms

. undl: .

Psu Dot

FW400gAL LOAD Lg C iRM ATI L% .- * u,.. 8 September.. 19

*PMW6 Zasuancl of fall Ter& Certificate by the Nowv York Offiee
I tlehwau.

D. A. MC ALLISTER
SdWin. Anie Oens el Shippe p

mbasmVu W t* mem Me W kd hAW seand "e Me uAv ft Sem of IN bconi"su MW em oif 0iv

04M 0 1 in aqvm w oweesftid bF I.Wb 400 we. eltden.db eI

" b 9in dmd AN w Umid M1.- .... ihb bm c ie d d & she m

r. i .Uhi-. ........ ..

BEST AVAILABLE COPY
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- - ANNUAL SURVEYS

TIES IS To (MIh Y al am era survey required by Atkie 14(1)(c) of the CtesrnLton. this shp was roul

" " 'i '.-. ' , -. ' D ul ..... ....... . ...... . ............. . ...... .......... .....

M ill ...,. .. .xm w ...... .. ... ... .!S~

' 9

r ?.

. ..e). -. s the Ameulan Bottom of Shipping

•o ... ..... .
. .. . . eto the Aterkimn Beate o Shippinlg

EXTENSION OF LOAD LINE CERTIFICATE
Us PeWsM af the CAMesion beiag My, complie with by this ship. the %slhity of this Crrtificate is. in ac~evwoance

WM~ AsB 1(3) of the CmweVALmB eiEoded tiO

S o sOnh American Buresu of Shipping

10 own I% 'i AAS be permkted me tres to the -Peahe .
Lwepres of ~ = be$ kaml N: by the mmeowuth tent Im ate stIas.bs .mt -a Ms~le "ews t l bl co es te atetdmlty.

I'l's i ism.0 now va ammat tevsusle aw 104emetesh s"ediesdbt~ th o e

a L U dsaI m~ed @LJL %h d h"e the ether tesaee

~ ~ e~~meeseksle dhe almoemea .o m ase'~r r
ire 4'" WIWIWPA' "'N

5
1i

BEST AVAILABLE COPY
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CARGO SHIP Si TY )NSTRUCTION :ICIth'I(.-kTE4-UNIID STATES OF AMERICA

booeud unda~ th proviions t tim

ITEiATIONAL CONENTION FOR THE SAF'FV OF LIFE AT SEA, 1960

,%M Nam 610 m WN LA i , el III

HE AWEIiCAN BUREAU .O SHIPPING HUZBY. C'RTiVIES-.

m aw.d kmw ab bw bm d*r mw in b sa of to , b*Wo d ft Cn- fthow

O- ". me . a. w6 .i 0 on* a. t ba ewfm d MWI a dai to 40 &&* a t wmma. . -*I . .,

law Own , . .

so, WNIsan".dI .. ...... ...... .. . ...

. ........... . ................
. b I ., ...... ..... ) b , . .. . ,a.

* CI. :." d 4

wwkk soas "ad wa cwe"

Awrkaws Bureau of Shipping

lim ~ ~ .N O a otg0ml M op is ". e be f Wi
0"otf am& "us as V"_ am"b0
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CARGO SIiP SAFETY
RADIOTELEGRAPHY

CERTIFICATE
Issued under Ihe provisions of the

INTERNATIONAL CONVENTION
FOR THE SAFETY OF LIFE

AT SEA. 1974

Nom

di ewe

Duseuie.ne Moister

at tees

dii cho oiv

a. CANAA

CERIIFICAT DE SeCURITS
RADIOTELEGRAPHIQUE

POUR NAVIRE DE CHARGE
itlivri en verta des dispoitionn dei-

CONVENTION INTERNATIONAL DE 1974
FOUR LA SAUVEGARDE

DE LA VIE HUMANE EN MER

Pula
Art

dulmvitihu

Cres DIN on whw bi
Toao. (arta

Toewq NOTE belo)
rnr Dlerd Iw.s9b

bmt 1"M.A16

New Orleans
4UA.%NttIt KR L.,., U.S.A. 1481 1974

e G.vemaunnt 9 Canada cerlines: Le Gouwernen t dot a cunhfte:

That the ,bove-nn1'wd %.hlp complies with the L (,ut I navisu wwist stiafait s disaouitioes
iwiskun. of tls Kegulations annexed to the Con- des Relkes annexden i Ia Conventelion pidite el

nation referred to above u reprds radiotelepraphy cc qui conctrwe Ia radrolltraphsle otil radar
d radar:

vessel is oxclpted from Radiotelegraph Requirementi RetekOrmAsod
as Ipr attaclhed ApedLx "A" dated y) S, 1981. fppi III

laura'ttrteming boprralor Ilen w r'S d'vpwq *n w I Hrs. a day 8 Hrs. a day
'Ewbr.5 .i:t tol an Main d',* n A anemm
V;lwtrrulanMM filed Ytnloianqiae'ttA t

hwiter min instlai filled Ytsoawo aestavftiprf Rrdtred i

ulmrtlu.r .... raPe matilsauua fsared Yt-E WV l htl~tI(5 ut 5Cm, Ressred. Fitted

lite sa m,ad nina artunit!n ilerenty .umted areaab~l a ed., Fitted

Required Fitted

.d rim n end f'-rtM 'rm sielntowtlis u'tr itrtlqw
.Pon Igo uaiehnays'a

.iwlri radio tspwwat fat hean she drdiOiakpsS SIm faoqaincy
t*141 us XW~ie JA' Mijurdikweme wa ks Mnuat &'pOAA04p e
Ee'_ _ _ _ g
lirtilrdar itted)'-dwlsati m?

That the finctioning of the radiotclegnphy in-
Jllatisn.s fur motor liftioals andlor the portable
dii atqlaratts for survsivl craft, if provided, complies
ith te provisiof of the said Repalation.

This celiflste is issued under the authority of the
avenaInent of Canada. It will remain in foce until ....
... ..... I..t.h... o( : . .98..2 ................

.sed at .. it.. ksm'". , A< C .fd .........

,e..A . day*(. ,5 .i . .............. 19 .

II. Que in lnlstMm radiottipapWlqe por o-
brcatsos do savoetap motie ct/o.b ew t,
I'spaprei dk radloitlectrlque portatif Pout sat .-
tIon et raidesux do swata fonltoea o esods

meit ax disWpuls des iglos.

La poems conhileat a dgit - am do Gov.
wesement do CsAada. 1i atwvlable jqv'o .........

15th of April lfZ

Dilisit . .. ;t, .J<ia.t1W... it, iM....
......................................9..

he uskrsined deelaros that he is duly utisomed Le tosiga declare qu'i at damkuet atoM par
y the sik (;ovcmnnet to io this cerificate. tedit C ouvernennt I di l1rer cc certifk.tL

AiO taollu r Int tulsao

..dw % UN- w. 6. &1 a a amds tw of s.M.Ouenaa asaps s k c uauai anew~t mad NO -wo i. l a sMtpMs bet1012. InS .aw 'e sa -4 Ow vo owars 9.cr .4 dwc tamasiuu aafr, 1its 3, i i eai r d'mukm*sftdIahtmmaa "aP.t•useso'c for 1e UtII ) sat Li t41 bT 114.. uhl an lt aciiud ttatui'ik is 1114 p"m. b "aa , do da b 'Ma aMw ao.d.e'.sd1wngwn this C.rtilficto is Ien isv-qud e ,bl,,ua, boam-..

at twv quJst of th tkiv- c1u it of the United States of Arica under provsi',,
or it. 6 |ation 1n, ckvp. I, or tir Inte'atio al Ccis.rt,. t; for ifty 0t ile
;11 'stia 1974.
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cmiiasw Farm CHC..7

C;ATI',CATE IF ANNUAL 111411111,11 I .. AMINAlIIiN 01,' ,.1 All W1lll11I t, 11% N4r 101,11.111 1
'11I) . l1.lXlllIt.AlJ.A ilAI III AltI, AND I OR %NNI, I INI'II IIIN III I A1il 1.1 011

Ti castlcais vin properly Va by a Competent person is acceped by the Governmenti of the Ur.I,4 States
ofAmork a brin Ia , = with the requiremeas ol 46 CFR Part 91 nd 9 CFR 1918.13(.).
N,,of ship, ,, wh.c. cr., gsa, I, Itte _ - . . R G"..... . .. . . ...

(11
B'-

.inb at hinds.

Portaide upper deck

Stbd.side upper deck

Upper deck port aft

One (1) Iational
OOQS45 pedcst1. deck
cran',. 4 . 3L.Tonn

ONE (1) WU.'aialo
os'35 pccdtal deck
crane. 'K.?L Tons

One (1) LLn! btclt
AB 231 post crane
37.272 Tons

NMasbA)ies (4)
Cesijsiine f CAedidle (oPd

Tedeand MA
IVa51 ses pure. t elcted.

V', Mry 7)

7

ba MPr
4 

No CWs nM rq"kd. ptiod11 lea&UY best rente. ki dimeSnesa Of Lte CCn. 411e typo nf MUSia Of h~h tlisnate-1.ud o b Womosd a I aeuIsss~ ka' be tased.

. Naae and addr,. of mociatioe making the ezaminafion: Asnericsn Bureau of Shipping.

Poet of S. _' _ ,

6. Poeiotion lpaiedory In usociation: Surveyor to Americaa Bureau 4I Shipping.

I cs"aimy an o .._th_ _--day of- 471. . .. the abo cargo per was
hmeoulldy esalinad by a competent person and that no delet affecting i safe working condition were found

otedwm S lion indicated ad corrected as noted in Column 4.

June MA6 (Sisoe
Hi%..1Y Ll

N MP0 W, Al Moqafd a om mm Pord Is d M 0,u, a , Som Pate ofa-&Aass" e6110
i Isples ml sbll i i~imm a o u p .I h dred u s 5an s Osmii lm Sei Y 16 s6 P m 1"%,

I~ml tmp L.VPminsi j

Fore CH ..7

Oncriptios of nw*
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I NS1 R ACTIONS

ear not required to be heat treated. but requirri, t,, he hiruphlv examninl- b% a ompetent person once at least in
very twelve moaths.

PhatelJnk chains.
Pitcbed chain&
Rings. hooks. shckles and wives permar-ntlv attached to pits heui chains. I,,li. hlt,,, or seiphing machin,.
Hooks aid swivels having ball bearinAs ,c ,thr ca.e-hardesed parts.
Bordeaux Cofnectiona.
Gear coestrulced of steel.

iOTE! T egsb etusmstioes" asens. a vis al Psamnaiiee .spptemate, it merestar by mhr mesas seck so a banm"" le.
rTattd out m ramfily ats e adi tioe tpermt Is .rer I^ artve at a esatble rootsson is to tie Osiris of he peats
111411111444; it NaCMqJar tace parpon, parts "I Ot. ma. hlse. .It OrUst I jwdesod.

.,r additional renuirements nf the Ameriran Bureau of Shipping met "Requiremenes for the fertifsxatiot of the
'n-trt .in anJ sinre) nf Carp- Ce, tn Mer, l,jnt Veiel,".

I

MOM A e , lwaft e a .1o~ ike 5..e we ime mo awe r the iroe . Wst sloema40s or other th; is o Amoias o 'ami of Shlosaoami ia ;.
NOW 000 he we iflsft salemeoet. meabs..f a at .55.. er SyWd S oo.s Cai4% Ttai Sm 4et a M lals I5 . ss, gu"Ades
Ceadasik * som Po~ast oss£immaaa kl~s s e soko Ife. .aiiond ae M~t mai, me as am los irke otfs *8 loaesua s"Msa. binds av0" imvomede et &AmasS.. 6sss me U5.ee.6g agThe .011400a. tag a 4g. Seet ofe0ma €stliatesa ;I hgm4i s ae
Me W m eas si 0 t00 m0 of Af ma .l-,es, o .be -,e01 malloo 'be We ivehe oiadl.. No%;" cemke ;a We COOAkaft or ;a
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THE UNITED STATES OF AMCA

(gtrttflt of Eegtftn

-. I I

I ~~==-

m~*II U

-°mlIi ll~

ii--- _ _ _ll

im m .....
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MYI INSPECTION RECORD
XBPORTS COrTROL iTUBOL

JAVI . 4021

INSTRUCTIONS: - The followig inspections or action shall be reported:

I. Drydock examination 6. Installation or testing of automated systems
2. Reinspections 7. Failure of fie fighting or lifesaving equipment
3. Sinificant hull or machinery repair 8. Failure of an approved Subchapter Q Item
4. Conversion 9. Revocation o return of Certificate of Inspection
5. Alteration 10. Lay-up or disposal of a vessel

TO: 7X ISqT -" o 10nYV(sems Coralced FICIPON OAT•COMMANDANT (Wn I DISTRICT COMMANDER (w ... 29 April 1980

7911'Ur"9JftF 00J4ICIAON OATE
CA R G 615641 8 April 1980

T"I FOLLTN OIIG ACTION HAS I11N TASEN

I. REINSIECTION L MAJOR REPAIR (Osdse La Reemta) CERTIFICATE OF INSPECTION
a. f PERIODIC A. C] CASUALTY DAMAGE a. C] REVOKED
b. " MIO PE[RIOC INVISTIGAT[O MY: 6. 0 RETURNED TO VESSEL
r. E]OTHEIrdeare) ,,i. R. [- SURRENDERED TO

6. [] 09T9101r1RIO O COAST OUARO

a. - STRUCTURAL FAILURE
c. 0 OTI4ER (Indicrae)

4. - ORYOOCX EXAMINATION- S. ALTERATION (SD.sedh r. RIrl 5. AUTOMATED SYSTEMS TEST
*. [] TAIL SHAFT DRAWN a. [ Pi.AN APPROVAL a. • NO OEFlICIENCIEaS

(2 WATER LUBRICATED 041 b. ] DEFICIENCIES(Note in

0JOIL. LUBRICATED MT Rorsr ) II

REMARKS (Key to itranr) &bow@) Desaribe repairs ad rmeOati by P161a., Itrako, frMe, taretsGr component. eqelpMast
components, 91c.

4 Special hull survey conodcted vlth.d.va sand video tape equiet
(tunderwater)-

TYPI0RIG z1V Ivh,1
.j; ! r UJO R! jU

114110cY"O"~v 10a OrCrf 8 H~ I W J*cO

DEPAkTMFT OF
TRANSPORTATION
U. S. COAST GUARD
CO-i21 (Rev. 12-71)

I
Iblsllvlll 1:II"JONqJ hot as•.9



1. thds .tssedie sheik ho Issued to amborts.ebsagos to
So caloaes or panietm easted o a nmat v"d
Candbleat of tospeoessa (Por C0441 of C9.lSS) n to
do atatlaoe ar priclar sed a a cost Vaud
amedmst to sech Catfiets of ispectIoa. Whoa isasod
It shl bcoms a part of So Certficate of Ispection
ankb It nmeads,

. ke odwilo of We5 mensat .b-l ha daeti&rU d to tio
mater o ouor at So esal seed ber a sad meet bo
bned ands gloss wit ot eer d e vessel's Cartlficata
of lspectioa If to Cortifkats of Dsactiac Is sot is-
qukd to tob poo, Mea aendment mst ba hspt a hord

PtoviOia us06"o MAT M6 ONG6

91-2 0-82-
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Cargo *ip
*atetp equipment Certificate

UNrTD STATES OF AMEICA

M UNDER THE PROVISIONS OF THE

International Convention for the
Safety of Life at Sea, 1960

NA CIT W DO Beo asge

ocmlA .tu 3 io 7133 Moto O .em , UA 14913 1976

CUntdria3

Tro Oomma or Umm SmATm or AmGu um:
L That , boeemmyd dp bu bm d*l Wpomd in ,mydme wA "h rmak d & Cau, m mt eAm

IL Tm um mme awed *m As Wmbng a5 homm A fr a IE msah.r d 10( .... mued e mm vk:
... b. am a# " d &tmm -hg .0 .... pom;

- .. ebou m aleiJg adds ipb de m A b P45 .. ... .romGd.3S. to- .e caadgd / ka ami kbtam om abas a h l~ ..de .... Idar le aod sid amiosae
jw~a~id - na b~ ....... mw Wdm ida umd a1n ml-;

.~.: . e sb e ud l d ja i m o aj omoi da miakdo ....... pmm. md
1 8g.. 1wufs I, ubki kgwAo h md de m m meqAbud. uapb dina&ag 20A.... ims

M. am de Webma m1 d *f wm mpW i mem w * es . pvrio m d do Eqpnw .-, ,,- m &@ G Atim
IV. Toe 6e a* " provil WA a go io %ppVu ad puabb aWOe aPeMOn fm W*WlM- i s26 be

1pgo Of *Rqdeed-
V--rafte da d opma bsdo * ONOil Web be . 9 dbi =We, 04odo~~egee pbamm a

droa med seWAMUpuelmi s *h boa aid -m - be aidA of ammdG*dpmWamd 8W elp
embe.66 sib be d~ulbaab &%am md be bwao cm 3qdin

VI Thea im m im 6@vi be banphe vA b 6@qmi dd*A~. qm Mtmm mbu *qi AM&eyp a

Tu Ckuwm0A is smmd undi &c a a wk do e Goovaimmt or nm Umem STATm aoAfc. It wMD
nhaub .3ina UIal..a?.qimEn.4eS1............

Imaedat. - ro, cme -.8, W .......... a .I .......... 4y .Of - ......... 9..1

Ta. UsaWAMMe Dwa that bois M~y authcisd bY the mOW OaMUMM to ame td& OcA.*au

££- - " ..-.. MOM. $M,.. VX. .............

los.mm "I" IK .um

Pee e _ m___ u ..... II eaULs

nun mm - -- - - -- - -
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*UNITED STATES OF AMERICA Thiaetls f fspii rss 27DU.of. 1
01P~uAeRTI r OF' TUW ATI .l
UNITED STATM COAST GUARD

SLertifiate of Anspertion II
oA AI 61641 drillin vessel

3"M "" U I ~ ~ "a Two WPMtowPo
14,913 12,097 3". Mwv sanen, Tl ii.aVW5 gi^a. PLACS BUt. ILT VWNELY OL. 000251TRUCT10 or
1976 HLiroshi,", JapnI -- Steel (si

om7" OPCOAO"f A5
Ocm J0.L1.1. and 3vIorat en Company P.O. box 6170, lw Orlia , L iesana 70161

omman ow ADC
Ocean DuILU 'q a , avlorat.om O P.O. O0= 41760, Jew Orleans, Loujalana 70161

The inspection of the above named vessel havin been complete a.. t rov eoe, lNes 761_ _

on the -7.V- day of .- WW- 19-7t, I hereby certify that said vessel to In all respects in conforlty with the applcable
vessel Inspection la as ad the rules and relations prescribed thereunder. The following eomplemet of Ucesed ofcers and crew
is required to be carried; included In which there must be -... () Certificated U.feboatomen and- .-- Certifcated Tankerme:

l Np. m now am ato nhlo woe Able Boo m, Jaw. semm .z.
- m Blow x-g a- n o -.L. . . 1 . 4-i A.Week 05.- "..

I!.- seo .... , A~ ------ IAI2.- sae -

In addition the vessel may - ---- other persom In the crew, psal -s, - persons Ia addition to the
crew, and .. &lamsu . Total persona allowed 1L

Route permitted sd conditions of operation: Aze,
(a.) .jtls~ ate Co4- -.lr mzoaies rqodn& See coacto Pia.
(4 ) Waf~a i It.Oitu. baU ja itovvts a &11 tLmu e ;c~ aide~r sq~pL-t fte "A ot
09u ,eoms, on boud am s&Lo Mesn In 640j~tim to Lou isa fficiat icilacabla W t acmwots 3GS It t: pts" ,L a. rc.
(C) .' P tr a cm 'n. Ace o 1" ttoLA Uces ALL OCIr aff icon ray VUi XP0i 'ramr L15~ If- Iurri'c !or LZ LM ofc

I. '1ls4= 1 .'aid*r CfrI0 sem 1 Ass'c n~reew (Oral& i.
T at (se Le- . vaoe a. t taer ~nl a. ide.) 74-am

- -.5 Itd-li paroa~tliap aIM be onal~ - ~It irs". 414646 10
1:=e. ma- o Is mwktWo .mn oill 6a bo * law Own 72aes, in toqoArlv ia:

Wtc I AA~o 'Cfkar I ardnezy sm I *aSv't a~ima (Orms. LId.)
at" MI. 1. cIT so" aRA T C~df !Acr Is.U.) 7 Xlera

.o ]:%z~r rArr waut "ae oTv4ls - ToWs ikvns aUvAm !W

i e&= ("ol LU-.)2VA ismon I C.Atoms U Lm.-I.
I vcs (u;i. tic.) T rL-art smns 7 u,

'I~ Ingsibris -==*nI *y ,Amo auld-'od - To m m Almalle MSO
aIn tie vow-r is tnkr tIo U. wl, aom cc wee- ci locain ft roqdrew is:

1:~ (Lte %!c. tic.) 2.u bale gr Ias 1diuymo
96 9L-oAm.~ai nevzmi7'i also as caoud - Total perect aimod MSO

W)RPWT AND I I-RI DATA

."W--'.-el---.d"iew.B,,-,0 ..- k ,,, n m .bf bt.. 6- 1 _-W122U ) A - m, bo* LJ W A"Le -... teMi._ Upoo- -. Ud segd .l,.AI 'a n AM ,,, 1 26 3 l ft i. a, .. _.

.L8 .. ..W 1 -,..i.. W Fgl a, .. jW ion ia .4&7 o. -%%T ia Uh An" O 9... "a so"" ft.f R "ata1 Feel N'oeW tgua lse 1 41

N. .ere, -.I om. UUMMUa I U[ .- L ,

-M.. aedable m weo P.lod ~ diWes slaoeo -W I=A hpo e~a . oe . 71 at owb

soc m ho'.. ,o? am. -Z LIe sa si

Ie eIn . I -A.In 1 .k 2 noa g l " O l u sLA L Le . d a g I -. r a m * 2s F e P amL . 3 5 . . . . . . W

a a. gi ws1. Chr toisbon.Io e. a e. hN .
, mOa 000D1

Nkz.;-

rf

III

PON!"" m of 5.0 MY " Miles"". OF Toom. WON, C"s alle, It.-M
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DIPARrT*4"T Or TOaM APPROVED

u. &. COAST OUAo APPLICATION FOR INSPECTION OF U. S. VESSEL HU u o113007r
CO,-lS 11 ,. 2411 p NO. 04.33W?

Address r~fy is:
Dr. Terry D.'Petty
Ocean Drilling 4
Exploration Co.
P. 0. Box 61780
New Orleans, LA 70161
DAM~

October 5, 1979
To: Officer in Charge marine Inspectios

Portof Rrp.idence R'

Geotlemew

The undoemiipnd applies to have the - Steam VOsel IX' Motor Vessel 0 Motorboat

C0Other(n&iC€,et) named 1'Ocean Ranger"

Official or Award No. 3 ENB inspected under the inspection laws of the

United States; to be employed as a (f Pasenger SUip Frelot Ship 0 Ta ihip
Mobile Offshore

OBarp nOther(incdcte) Drilling Unit onthe followingRoute

(Iatem Gegrsphical limits) Ocean Service

Liquid cargo in bulk " will ( will not be carded am follows: (Insert grade of Liquid

Cago)

Vessel will be at (Port Pier, etc.) nt. l4_ _ 1 RT

Te currot Cerdificate of inspection expires on. I INrP T T PT rAXI -.

ipection Is desired on N.YmbAL.X - 19-U. *

Cargo Ship Safety Construction Certificate to be issued by I[X ABS - USCO.

I certify that previous application for this inspection O-has Erhas not been made.

I further certify that I have instructed the master to present the vessel ready in eli respects

for the above requested inspection on the date specified.

l"'Siuare)

Note (C)
Exact date to
be advise later

P55V1Otl5 SDITION 3 O5aOL5t5 
oPO sm-rn

Pn|XWOUSl SDM'O1N 18 OBSOLETE GIPO 0411-YA,



BAYLEY EXPOSURE SUIT
INFLATAM.E FLOTATION PACK IK.ADO IE
ALLOWS Your HEAD Ro( HIDE OUT'
OF THE WATER. FOR BITTER VISIRILI Y AND
FIEOARID.

FoR NIGHT SEAOI, HIGHLY VISAILE
RETOtEFLCTIVE TAPE TO HELP AID
IN LOCATING THE WAUEt.

FOR DAY SEA04 ALL 8AYLEY EXPOSURE
SUITS HAVE MIGHK YELLOW SEAM FINISH
TO ADD TO THE VISISlUIY OF THE INTER-
NATIONAL ORANGE SUIT.

DOUSLE CHAMMI All RE4LAS VALVES TO
EXIEL EXCESS AIR THAT MAY MCOME TAPPED
INS DE THE SUT WHEN Til WEAR INTERS
TIH WATER.

Wr M-IA .

23/* Pea "*I
3. exteMl floetion pea "ble&r"
4. valsrsd mitten potm

S "Is pebble Win@
6. Aeg-e*s5.snd 040 pocket

'i". A 6Xylo Seem oF k in

WHAM' IT TAXE TO SE U.S. COAT GUARD APPROVED?

9. M- The Unie LC r Gyard will soon r, q-re, a eqs iper
an o mi " l In the Gmee L40, el wte s Ex1pr Suits
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ADMINISTRATION OF CARGO PREFERENCE
LAWS IN PURCHASE OF JAMAICAN BAUXITE

MONDAY, JUNE 7, 1982

HousE OF REPRESENTATIVES,
COMMITTEE 09-MERCHANT MARINE AND FISHERIES,

Washington, D.C.
The committee met, pursuant fb call, at 1:30 p.m., in room 1334,

Longworth House Office Building, Hon. Walter B. Jones (chairman
of the committee) presiding.

Present: Representatives Jones and Sunia.
Staff present: Edmund B. Welch, Gerald Seifert, John Long, Bar-

bara Cavas, Molly Dominick, Paris Suzanne Russell, Eugene W.
Gleason, Stephen D. Little, and Beverly Rowen.

The CHAIRMAN. The committee will come to order, please.
The committee meets today to carry out its-continuing responsi-

bility to oversee the administration of our cargo preference laws, in
this case the Cargo Preference Act of 1954, known as Public Law
83-664.

Our focus is the U.S. purchase, through the General Services Ad-
ministration and the Commodity Credit Corporation, of 1.6 million
tons of Jamaican bauxite for the national defense stockpile.

The committee has been following the negotiations for this trans-
action since last December, when I became aware that GSA, which
was responsible for negotiating the transportation of the bauxit6 to
the United States, was contemplating only the use of foreign-flag
vessels.

In response to my protests, I was assured that use of U.S.-flag
ships would be fully considered and that the requirements of the
Cfgo Preference Act would be met.

The bauxite shipments are now underw.y and no U.S.-flag ships
are being used. (IA found, andthe Maritime Administration con-
cuffed, that no suitable U.S.-flag vessels were available. They are
indications, however, that the vessel specifications required by GSA
were written such that no U.S.-flag operator could meet them. If
this is true, the Cargo Preference Act has been avoided, not obeyed.
We meet to examine this and related questions.

Unfortunately, Federal agencies have a long history of trying to
avoid or undercut the Cargo Preference Act, not because it is un-
clear-the :statutory language is straightforward-but because it is
un popular.

Perhaps the law should be modified or repealed, and if so, it is
the duty of Congress to make the change. The Federal agencies,

(527)
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like anyone else, are free to express their view on the matter and
to lobby for that view.

They are emphatically not free, however, to disregard or disobey
the law simply because they don't like it. Until Congress changes
it, the Cargo Preference Act is the law of the land and must be
obeyed by all.

At thi point I would like to submit the remainder of my state-
ment for the record. I think I made clear the position of this com-
mittee and our reaction to what has taken place.

There being no objection, so ordered.
[The statement of Mr. Jones follows:]

SrATEcM T oF HoN. WALT= B. JONZs, CHAPMAN, MERCHANT MRNE AND
FUHER= CoMMrrru

The committee meets today to carry out its continuing responsibility to oversee
the administration of our cargo preference laws, in this case the Cargo Pieference
Act of 1954, known as Public Law 664. Our focus is the U.S. purchase, through the
General Services Administration (G.S.A.) and the Commodity Credit Corporation
(C.C.OL), of 1.6 million tons of Jamaican bauxite for the national defense stockpile.

The committee has been following the negotiations for this transaction since last
December when I became aware that G.S.A., which was responsible for negotiating
the transportation of the bauxite to the United States, was contemplating only the
use of foreign-flag vessels. In response to my protests, I was assured that use of U.S.-
flag ships would be fully considered and that the requirements of the Cargo Prefer-
ence Act would be met.

The bauxite shipments are now underway aiid no UL.S,-flag ships are being used.
G.S.A. found, and the Maritime Administration concurred, that no suitable U.S.-flag
vessels were available. There are indications, however, that the vessel specifications
required by G.S.A. were written such that no U.S.-flag operator should meet them.
If this is true, the Cargo Preference Act has been avoided, not obeyed. We meet to
examine this and related questions.

Unfortunately, Federal agencies have a long history of trying to avoid or undercut
the Cargo Preference Act, not because it is unclear-the statutory language is
straightforward-but because it is unpopular. Perhaps the law should be modified or
repealed, and if so, it is the duty of Congress to make the change. The Federal agen-
cies, like anyone else, are to express their view on the matter, and to lobby for that
view. They are emphatically not free, however, to disregard or disobey the law
simply because they don't like it. Until Con changes it, the Cargo Preference
Act is the law ofQthe land and'must be obeyed by all.

Having said that, let me summarize the events leading to this hearing. These
events are set out in detail in the materials previously provided to the members and
included in the members' folders today.

On November 24, 1981, President Reagan announced a plan for the United States
to acquire 1.6 million tons of Jamaican bauxite for the national defense stockpile.
G .A. is purchasing 0.8 million tons with cash and 0.4 million tons by exchanging
excess stockpile commodities, These commodities will be sold by G.SA. as Jamaica'rs
agent and the proceeds credited to Jamaica. C.C.C. is acquiring another 0.4 million
tons of bauxite by bartering about 9,000 tohs of dairy products. The dairy products
are being sold to Jamaica at about half of their cost to the Unjted States. 1 -

In arranging transportation and storage for thq b@Luxite, G.S.A selected the Reyn.-
olds Metals company plant at Gregory, Texas as the storage site. Re yolds has its
own private port at Gregory and spedalzed bauxite unloading equipment. (.S.A.
twice solicitied U.S.-flag participation in the carriage of the bauxite, once on Deceh-
er 28, 1981 and again on February 25, 1982. The-first time the response perod for

bids was only 48 hours long. After my protests and those from MARAJ) that this
responses period was too short, G.S.A. provided'a two-week response period to the
second solicitation. Both times several U:S.--fiag operators submitted bids.

Each-time G.S.A. solicited U.S-flag vessels however, it requiredall ship to be a
certain size and have self-unloading equipment suitable for connection with the
unique Reynolds equipment It appears that shee requirements effectively pre-
cluded U.S-flag participation in the bauxte shipments. This hearing will examine
that question and the events surround ing the bauxit transaction ian effort to de-
termine if the Cargo Preference Act has been avoided or disobeyed.
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The CHAIRMAN. Our first witness this afternoon is-Adm: Harold
Shear, Maritime Admiriistator for the Department of Transporta-
tion.

You may proceed.

STATEMENT OFIADM. HAROLD SHEAR, ADMINISTRATOR, MARIA.
TIME ADMINISTRATION, DEPARTMENT OF TRANSPORTATION,
ACCOMPANIED BY LEW PAINE
Admiral SHEAR. Thank you, Mr. Chairman.
With your permission I will proceed with a short prepared state-

ment., , .-
Mr. Chairman, members of the committee, my name is Harold-

Shear. I am the Maritime Administrator in the Department of
Transportation.

It is a pleasure for me to appear before the Merchant Marine
and Fisheries Committee at the commencement of your oversight
hearings into the recent purchase of Jamaican bauxite to replenish
the national defense stockpile.

On November 24, 1981 President Reagan announced that he had
directed the Federal Emergency Management Agency toprocure
approximately 1.6 million tons of Jamaican-type metalgrade b#ux-
ite for the national defense stockpile during fiscal year 1982.

The President's announcement specified that this acquisition pro-
gram would be accomplished through a combination of direct cash
purchase and exchange for excess materials from our stockpile-by
the General Services Administration, and the barter of agricultural
commodities by the Department of Agriculture.

As you know, the FEMA is the Federal agency which plans and
coordinates the stockpiling of strategic materials. GSA maintains
the funds appropriated for stockpiling and is responsible for the
actual procurement of stockpile materials and site selection.

With respect to this barter transition, Mr. Chairman, about
400,000 of the 1.6 million tons of bauxite was paid for by about
9,200 tons of surplus Department of Agriculture dairy products.

Aq the entire shipment of dairy products has been booked for
shipment on U.S.-flag vessels, I will limit -my remarks to the Ja-
maican bauxite to be imported into the United States.

As the Jamaican bauxite was to be acquired by the United States
for the national defense stockpile, Public Law 664 would apply.
That act, set forth in section 901(b) of the Merchant Marine Act of
1936 requires that where the United States procures equipment,
materials or commodities for its own account, then 50 percent of
the gross-tonnage of such cargoes shall be transported on privately
owned U.S.-flag commercial vessels to the extent such vessels are
available at fair and reasopable rates..

Section 901(bX2) directs the Maritime Administration to insure
that the administration of Public Law 664 by'other agencies con-
forms with the statutory intent.

Following the President's announcement, the Maritime Adminis- .

tration met with the GSA to insure that there was a full awareness
of the shipping requirements of the section 901(b) of the Merchant
Marine Act, and that U.S.-flag merchant vessels were accorded an
opportunity to transport this cargo.
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About this time I personally intervened. In e*rly January I
wrote and also phoned Commissioner RW Markon to impress upon
him my concern, the interest of the chairman of this committee,
Chairman Walter B. Jones, and the concern of the U.S.-flag mer-

;chant marine with respect to this cargo.
Commissioner Markon informed me at that time that the acqui-

sition was still uncertain, but that he and the GSA understood the
cargo preference requirements of the statute and would be pleased
to cooperate.

My staff again spoke with Commissioner Markon on February 8,
and I met with him on February 10, 1982, when we learned that a
decision had in fact been made to proceed with the acquisition. Ap-
proximately five U.S.-flag operators had indicated interest in trans-
porting this bauxite, and I wanted to make sure that they had
every opportunity to do so.

We urged GSA to select a storage site which would be accessible
to conventional U.S.-flag bulk carriers. They informed us, after
review, that Gregory, Tex., was the only site acceptable to them,
based on lower costs at the site, the environmental problems in-
volved in handling the very fine, powdery grade of bauxite ore in-
volved and their preference for adding to an existing stockpile at
that site. The selection of the site is a function within GSA's con-
tracting authority and area of expertise. -_

Thereafter, on February 25, 1982, the GSA and the Department
of Agriculture entered into agreements with the Government of Ja-
maica for the purchase of a total of 1.6 million tons of bauxite. The
agreements contained provisions requiring -Jamaica to transport
the material from that country to the Reynolds Metals Co. installa-
tion at Gregory, Tex. as the GSA stockpile site between March 15,
1982 and September 30, 1982.

In accordance with the provisions of Public Law 664, these agree-
ments provided that 50 percent of the material was to be transport-
ed in U.S.-flag merchant vessels to the extent such vessels were
available at fair and reasonable rates.

Based on responses to a request for offers of U.S.-flag vessels,
GSA determined that the offers were not responsive to the solicita-
tion. The bauxite is being transported by Reynolds foreign flag ves-
sels.

Unless approPriate U.S.-flag vessels which can interface with the
specialized dischargin* facility at Gregory, Tex., become available
before the movement Is completed in September, which is not con-
sidered likely,;the total ocean transportation will in fact,-be per-
formed by foreign flag vessels.

Reynolds, acting on behalf of the Government of Jamaica, solicit.
ed offers of U.S.-flag tonnage to transport the 50 percent of the
bauxite mandated by Public Law 664. ,Two such offers were re-
ceived. GSA determined that neither offer was responsive to the re-
quirement that the vessels be able to properly interface with the
specialized unloading facilities at Gregory, Tex. This incompatabil-
ity effectively precluded the participation of U.S.-flag merchant
vessels in the transportation of this bauxite..

GSA has assured MARAD that the requirements of Public Law
664 can normally be met under its regular operating procedures
and that it will consult with MARAD in the early stages of plan,
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ning for future stockpile acquisitions so that due provision can be
made for compliance.

That concludes my prepared statement, Mr.--Chairman, I will be
pleased to answer any questions that you may have.

TheCHAIRMAN. I do have two or three short questions, Ijhope.
Does the current statute apply to transportation of purchases by

the United States for its strategic stockpile, in your opinion?
Admiral SHEAR. Yes.
The CHAIRMAN. More specifically, does the statute apply to this

purchase of bauxite?
Admiral SHEAR. Yes, it does, as I indicated in my statement.
The CHjLAMAN. Are you aware of the barter by the Commodity

Credit Corporation--CC will send dairy products at a cost far
below what this Government paid for them? In fact, CCC must go
out on the open market to purchase this, as there is no inventory
of this, and turn around and barter it to BATCO at a much lower
price? Does the cargo preference laws apply to ocean transporta-
tion of these bartered dairy products?

Admiral SHEA. We didn't find it necessary to address that since
the total amount was in the process of being booked on U.S.-flag
merchant vessels. I will be pleased to make an inquiry specifically
in this regard and provide it for the record.

The CHAIRMAN. Thank you.
[The information follows:] .

OCEAN TRANSPORTATION OF BAwTERE DAIRY PRODUCTS

In response to the question as to whether the cargo preference laws apply to
ocean transportation of the dairy products bartered by USDA in exchange for Ja-
maican bauxite, it is our understanding from USDA that the commodities involved
in this barter transaction were priced at calculated world market prices for the pur-
pose of the barter. If valued at world market prices, even though those might be
lower than the prices at which the dairy products were acquired by USDA, there is
no price concessions to the foreign government involved in the transaction, and thus
the ocean transportation of the dairy products under this transaction would appear
not to be covered by the cargo preference laws.

The CHAIRMAN. I don't mind saying-you can put it in the
- record-that there is so much that I can't understand about this

whole transaction. My next question will indicate my suspicion
about the whole transaction.

When the GSA first asked for an expression of interest of US.-
flag ships on December 28, with replies due December 30, 2 days, is
this time period normal for an expression of interest?

Admiral SHEAR. I think in this particular case it was. I went to
considerable effort to make sure the potential U.S. operators did in
fact have the opportunity to respond.

The CHAIRMAN. I assume, then, in my next question-did you
protest this short time period? Apparently you did not.

Admiral SHEAR. I did not protest it. However, I did protest the
lack of GSA response to U.S. carrier requests for additional details.

The CHAIRMAN. Going further, both times GSA sought bids and
specified Gregory, Tex., as the receiving port it also specified that
ships had tobe compatible with the specialized discharge facilities
at Gregory. Is that not true?

Admiral SHEAR. That is correct, sir.
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The-CHwRmAN. Are there any U.S.-flag ships who can offload at
the specialized Gregory facilities? -

Admiral SHEAR. To my knowledge there are no such configured
U.S.-flag vessels at the present time.

The CHARMAN. Doe Reynolds have a'subsidiary with foreign.
flag ships that would fit the Gregory facility?

Admiral SHx. Yes, they do.
The CHAIRMAN. Do you know of any ships, foreign or U.S.-flag,

other than the Reynolds ships which can offload at regory?
Admiral SHEAR. I don't know of such vessels without certain

modifications. N

The CHARMAN. Are there other ports which handle Jamaican
bauxite without the specialized equipment found at Gregory?

Admiral SHEAR. Yes.
The CHAIRMAN. Is Corpus Christi able to handle bauxite?
Admiral SHEAR. Yes, it is.
The CHAmRMAN. Could U.S.-flag ships transport bauxite to Corpus

Christi?
Admiral SHEAR. Yes, they would be capable of discharging there.
The CHAIRMAN. How far is Corpus Christi from Gregory?
Admiral SHEAR. Approximately, as I understand it, 17 miles.
The CHAIRMAN. Do you have or is there any evidence of environ-

mental problems affecting bauxite shipments through Corp-us
Christi?

Admiral SHEAR. Yes. As a matter of fact, GSA discussed the envi-
ronmental problems, reviewed the environmental problems with
me, with regard to discharging at Corpus Christi.

The CHAIRMAN. We don't have any information on that, although
we saw It at the time, so it is not involved in security or anything
of that nature. The Chair would be very grateful to have it, their
explanation of their position of why Corpus Christi could not be
.used.

Did the specification of Gregory, Tex., with its specifications as a
receiving port, tend to rule out any U.S. transportation of this
bauxite?

Admiral SHEAR. At the time we started investigating, I personal-
ly did not know whether it ruled out U.S.-flag carriers or not. As
we went forward with the solicitations, it became obvious that any
U.S.-flag carrieriwould have to have certain modifications in order
to match up to the discharge facilities at Gregory.

The CHAIRMAN. In other words, for emphasis I will repeat and
see if I interpret your answer correctly, that the specialization or
thelpecification by GSA absolutely completely eliminated any
American-flag vessels from participation.

Would you agree with that, sir?
Admiral SHEAR. As it developed, the two carriers which did in

fact finally respond did not have the-matching equipment on their
vessels and apparently were not able to provide, such equipment in
a reasonable time frame. I

The CHAmRMAN. You may have answered this, I don't know, but
did MARAD protest the specification of Gregory, Tex.?

Admiral SHEAR. We reviewed other potential sites. The actual se-
lection of the site was the responsibility ofthe GSA.
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The CHAIRMAN. Did you actually protest the exclusion of all
ports except Gregory? Did you suggest maybe they consider Cbrpus
Christi?

Admiral SHEAR. In our ongoing review we did suggest that they
consider other ports. However, the final decision on the port for the
particular type of bauxite ore involved was the responsibility of
GSA.

The CHAIRMAN. Were the cargo preference laws circumvented in
here in your opinion?

Admiral SHEAR. I can't say they were circumvented. We tried to
find American ships that could compete for this cargo. As it turned
out, with the special configurations for the receiving port, they
were not able to compete.

The CHAIRMAN. Did anyone from another executive branch posi-
tion discuss with MarAd or pressure MarAd on the need to transport
this on foreign flag ships or to waiver the cargo preference laws, to
your knowledge?

Admiral'SHEAR. They did not.
The CHAIRMA. Are you aware of OMB Director Stockman's

letter of December 9 to Secretary Lewis and his reply of December
31? Doesn't the Stockman letter seek an interpretation of the stat-
ute which is at odds with the plain wording and intent of the law?
- Admiral SHEAR. I am aware of that exchange of correspondence.
The particular issue referred to by Mr. Stockman was not the type
involving the bauxite. It had to do with the domestic grants, which
really have no relation to this type of cargo.

The CHAIRMAN. Are you aware of the correspondance and discus-
sion between Reynolds, GSA, and OMB about the possibility of
sending the Reynolds bauxite already in the United States to the
stockpile, thus avoiding ocean transportation?

Would such an arrangement be an illegal circumvention of the
cargo preference law?

Admiral SHEAR. Yes; I was aware of this. GSA advised me it was
under discussion. I informed GSA that I felt it would be illegal and
then the matter was dropped. I didn't hear about it further.

The CHAIRMAN. Then this particular scheme-I guess that is the
word I want to use-has been abandoned and will not be put -in
effect?

Admiral SHEAR. It has not been put into effect, and to my knowl-
edge it has been abandoned after our discussion. I have heard noth-
ing further about it.

The CHAIRM. Have you taken steps with GSA to avoid a simi-
lar problem with a future stockpile purchase?

Admiral SHEAR. Yes; I believe we have, Mr. Chairman. My per-
sonal relationship with GSA as a result of this exchange I think
are veiy excellent. We communicate well. I have made clear that
in all future acquisitions the Maritime Administration has got to
be involved from the earliest phase on.

The CHAIRMAN. I am delighted to hear that in view of the fact
that, as I am sure we are all aware, a possible new stockpile pur-
chase of Jamaican bauxite. In that instance, I hope, will you, not
insist that'Tuture bauxite purchases be shipped'100 percent on U.S.
flags until the deficiency is made up.
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Admiral SHEAR. I am aware of newspaper comments about a pos-
sible additional shipment, and I checked with both GSA and the
FEMA and have been advisedno such shipment is planned at the
present time.

With regard to future shipments, should they occur, I will try to
do everything in my power to make sure this deficiency will in fact
be made up.

The CHAIRMAN. Thank you very much. I know you are pressed
for time, but I will refer to counsel, if they have any particular
questions they might like to propound at this time, while you are
still here.

Mr. SEIFT. Thank you, Mr. Chairman.
In answer to a question posed by the chairman, Admiral Shear,

you indicated that environmental problems were discussed with
GSA. Did you of your own, within your own department, investi-
gate the environmental problems of GSA? Were you able to con-
firm that there were such environmental problems in Corpus
Christi?

Admiral SHEAR. With regard to the facilities at Gregory, I had
one of my senior representatives in the port of New Orleans visit
Gregory to inspect the facilities. He confirmed the requirements for
such discharging.

With regard to the situation at Corpus Christi, I had a lengthy
discussion with GSA officials on that subject. The actual selection
of the site with the type of powdery bauxite ore involved was their
decision and their responsibility.

Mr. SEIFET. You don't have any responsibility under cargo pref-
erence laws to determine whether there is any underlying basis for
supporting or rejecting the contention of an agency such as the
General Services Administration when they make a statement that
it is not possible to ship through any port except Gregory,Tex.?

Admiral SHEAR. In this particular case, they reviewed the prob-
lems of Corpus Christi. I made very clear from the start the re-
quirement to find eligible U.S.-flag vessels for the appropriate 50
percent carriage of this cargo, and we did that from the start. Un-
fortunately, there were none which were able to meet the dis-
charge qualifications at the port of Gregory.

Mr. SIFERT. Are you aware of any movement of bauxite through
Corpus Christi destined for the Gregory, Tex., storage location?

Admiral SHEAR. I am not aware of such movement at the present
time.

Mr. SEIFERT. Admiral Shear, with respect to the barter transac-
tion, the barter of dairy products by U.S.-flag vessels, it is our un-
derstanding that the reason U.S.-flag vessels are in fact carrying or
will carry-all or substantially all of our dairy products in barter for
an equivalent value of bauxite is that they bid low in competition
with other carriers, including foreign flag; that in fact had they not
bid low, the entire transaction might indeed have been carried by
foreign flag liner vessels between the United States and Jamaica.

Are you aware of this?
Admiral SHEAR. I am not completely sure I understand your

question, Mr. Seifert.
Mr. SEIyET. The inference, Admiral, was that the carnage of the

dairy products as barter for the bauxite was as a result of an agree-
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ment between the United States and Jamaica that that cargo
would in fact be carried on U.S.-flag vessels, but the information
this committee has is that there was no such agreement on the
part of Jamaica and, in fact, they let bids out, and it was just a
matter of happenstance, if you will, that the U.S. liner companies
who were successful got the bid.

There was no requirement imposed upon them, nor was there
any understanding on the part of Jamaica that they had to accede
to or obey or comply in any way with the cargo preference laws.

Admiral SHEA. When I learned that the actual shipment of
those dairy product cargo were going on U.S.-flag vessels, I did not
specifically look into the aspects of Public Law 664, as I mentioned
to the chairman. I will be pleased to look into that in depth and
provide answers for the record.

[The information follows:]
DAmy PRODUCTS UNDER THE CARGO PREFERENCE LAWS

USDA had performed MARAD that under the barter transaction, the dairy prod.
ucts were priced at world market prices as determined by USDA. At world market
prices, their disposal under the barter transaction would not represent a price con-
cession to the other notion involved, and they would not, therefore, be subject to the

preference laws.
CaLS A did inform us that they had requested the Government of Jamaica to uti-
lize U.S.-flag ships for at least fift. percent of this cargo, and that the Government
of Jamaica was agreeable to this if the U.S.-flag ships were competitive. USDA ad-
vises us that they subsequently spoke with the broker for the Government of Jamai-
ca, to advise them of the fact the U.S.-flag ships should so participate at competitive
terms. As I previously stated, the cargo was totally booked on U.S.-flag ships.

Mr. SEImaT. As a matter of general policy, do you view barter
transactions such as this one transactions subject to cargo prefer-
ence laws? Is there a policy in the Maritime Administration with
regard to the sale of or the barter transportation of products in ex-
change for cargoes which come in which are clearly under the
cargo preference law, such as in this instance?

Admiral SHA. This is my first occasion to get involved in an
actual barter situation. As far as cargo preference laws are con-
cerned, it is always my desire as Maritime Administrator-to make
sure these cargo preference laws are rigidly adhered to. I think my
record of recent months will demonstrate that.

Mr. Smm'T. The chairman pointed out that in this particular
transaction the Department of Agriculture had to go out on the
open market, buy a commodity at full price, and then bartered it at
half price.

Would you consider that a concessional sale? If it is concessional,
would you insist that if presented with a transaction like this in
the future you would insist at least 50 percent be carried in U.S.-flag vessels?

Admiral SHMR. I WBieve I would make such a finding.
Mr. SIFERT. Do you think that there is anything in our laws, Ad-

miral, which prevents the Maritime Administration from interven-
ing in the type of determination made by the General Services Ad-
ministration with respect to site or port selection? Do you believe
that it would enhance your ability to enforce the cargo preference
laws if, in fact, you played an earlier and continuing role in deter-mining which ports cargo preference cargoes would move through?

97-8M o-s-a
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Admiral SHWA. Certainly. It would be appropriate for the Mari-
time Administration to participate in the earliest possible phases of
such a projected or intended purchase.

Mr. SEIFERT. Do you have that power now?
Admiral SHEAR. We certainly have the authority and responsibil-

ity and relationships. The relationships I stress to review' any such
future intended purchases with the General Services Administra-
tion. I assure you that we have agreed to work very closely on any
such purchases in the future to avoid the type of problems that
came up in this particular case.

Mr. SEIFERT. I think that one could conclude, Admiral, from your
statement that MARAD accepted GSA's determination that neither
U.S. bidder was responsive. Was there any way in which you could
have used your relationship, as you put it, to convince GSA that a
portion of this transaction could indeed be carried by U.S.-flag ves-
sels and to move through a port like Corpus Christi?

Perhaps my question is not clear. If as I alleged earlier there are
now bauxite shipments moving through Corpus Christi on their
way to Gregory, if this became known to you, would you have used
that information in order to leverage GSA into moving a portion of
that cargo through Corpus Christi?

Admiral SHEAR. I don't know whether leverage is the proper
term or not. I would have used that information in all of my dis-
cussions in GSA, as we did in January and February, where we
were reviewing the situation to make sure any other alternative
ports, Corpus Christi or Gramercy, La., or whatever, might be eligi-
ble to receive this cargo in U.S. vessels, if in fact they were not
compatible with the Gregory.

Mr. SEIFERT. Do you recall how much time intervened between
the time the President made his announcement that he was going
to purchase bauxite from Jamaica and the time when you or your
agency first became involved?

Admiral SHaMR. The President's announcement was made, I be-
lieve, on the 24th of November. My staff were involved in discus-
sions with GSA in the month of December.

Mr. SWEaIT. When in the month of December?
Admiral SHEAR. I think the first discussions were on the 22d of

December, about mid-December.
Mr. SEUIMT. Do you think as soon as an announcement of the

President becomes known to you, that it would be appropriate for
an agency responsible for the carriage of goods, which will be the
result 9f this transaction, would be to get involved with it the day
after you hear about it, rather than a month after?

Admiral SHEAR. Well, it wasn't a month after but several weeks
after. You are quite correct. Clearly we should have beeRzinvolved
on the 25th day of November.

Mr. Sc T. Thank you very much.
Thank you, Mr. Chairman.
The CHAmmAN. Mr. Sunia, do you have any questions?
Mr. SUNIA. None, Mr. Chairman.
The CHAImAN. Admiral Shear, I understand you have another

engagement, and I would respectfully ask that you leave Mr. Paine
or your associates here for perhaps additional questions later on.

Admiral SumAR. That is quite agreeable, Mr. Chairman.
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The CHAIRMAN. Our next witness is Mr. Carroll Jones, Acting
Commissioner for the, General Services Administration, accompa-
nied by Mr. Kulig.Mr. Jones, we will recognize you for your statement.

STATEMENT OF CARROLL JONES, ACTING COMMISSIONER, FED-
ERAL PROPERTY RESOURCES SERVICE, GENERAL SERVICES
ADMINISTRATION, ACCOMPANIED BY J. WAYNE KULIG
Mr. CARROLL JoNwS. Thank you. I am Carroll Jones, Acting Com-

missioner of the Federal Property Resources Service of the GSA.
GSA welcomes the opportunity to speak before this committee

concerning the purchase of Jamaican bauxite for the national de-
fense stockpile of strategic and critical materials.Bauxite is h material composed principally of aluminium oxide
minerals. Types of bauxite ores are generally identified as Jamai-
can, Surinam and Europeen. The metallurgical grade is used in the
production of aluminium. The stockpile goal for Jamaican bauxite
is 21 million long dry tons and the inventory prior to our recent
purchase was 8.858 million LDT's. The recent purchase of 1.6.mil-
ion LDT's of bauxite from Jamaica will reduce the deficit by ap-

proximately 13 percent.
On November 24, 1981, President Reagan directed the acquisition

of 1.6 mflion LDT of Jamaican type bauxite for the stockpile. The
President's direction provided that 1.2 million LDT would be ac-
quired by the General Services Administration utilizing both cash
and exchange of excess stockpile materials and 400,000 LDT's by
the barter of surplus agricultural products.

Together with the Department of Agriculture GSA planned the
acquisition. The results of, the planning and negotiations are evi-
denced in the Memorandum of Understanding signed on February
26 1982.

he General Services Administration and Department of Agri-
culture Agreement provides that for a total cost of $54,584,000,
which includes handling and transportation, the Government of Ja-
maica will provide our Government with 1.6 million long dry tons
of Jamaican grade bauxite to be delivered by September 30, 1982.

There shall be 150,000 to 25Q,000 LDT's delivered Within each 30-
day period beginning with the first delivery date of March 17, 1982.
As of May 28,-1982 we have received 503,13 LWT's. 1 ize operation
is being conducted on a 24-hour-a-day, 7-day-a-week ,asis at the site
in Gregory, Tex.

The storage site was selected after reviewing our mission require-
ments, time frames for conducting the operation and environmen-
tal regulations which might adversel- impact the program, In this
case, it was determine to be in th government's best inerests to
store the bauxite on an existing pile at Gregory, Tex.

Prior to the commencement of this operation, GSA maintained a
Jamaican bauxite stockpile of 4,961,661 short tons at the Gregory
site. In order to receive 1.6 million additional tons of material, we
needed a site which would accommodate a pile 60 feet high on 23
acres, in an environmpentally accepted manner.

'The confiuration of the existing pile allowed us to build onto it
and accommodate the entire acquisition. The commodity is offload-
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Wed at dockside via a closed loop, self-unloading system. It is then
trucked from a holding house approximately 2,000 yards to the

There is considerable dust generated during tids portion of the

move. The fact that the transportation is being conducted on pri-
vate roads and not through residential areas and public highways-- is significant. Material handling and over-the-road transportation
costs have been held to a minimum.

The acquisition of the bauxite was fully coordinated with the de-
partments and agencies of the government that are usually in-
volved in these matters. Although this was essentially a govern-
ment-to-government arrangement, the contract was between GSA
and the Bauxite and Alumina Trading Co.

The contract contained all necessary and applicable clauses that
are required by law and relation. The price of the bauxite was
the total cost of the material, transportation and storage Ocean
transportation was discussed and reviewed with the U.S. Maritime
Administration.

The requirements of the Cargo Preference Act were incorporated -
into the acquisition process and in the signed agreement. The de-
termination tl.at American-registered-flag vessels were not availa-
ble was based upon the responses to a tender issued by BATCO's
subcontractor in accordance, with the terms of the agrement and
the law. This determination was acknowledged by MarAd by letter
dated March 26, 1982.

The agreement to purchase the bauxite, including the barter
agreement and BATCO's subcontract agreement with Reynolds
Almninium CO.,were all signed at a ceremony in Kingston, Jamai-
ca on February 26, 1982.

The agreement with Jamaica, with all of its complex issues, was
negotiated in due time under -the law and stands as an example of
the excellent relations we enjoy with the Government of Jamaica.

Mr. Chairman, this concludes my formal statement. I would be
pleased to answer any questions which you or other members of
the committee may have.

The CHAIRM. Thank you, Mr. Jones.
Referring to the previous stockpile purchases, was there a pur-

chase of cobalt last year? Please describe and tell the committee if
it was shipped in compliance with the cargo preference laws.

Mr. CARRou JONza. I am sorry. I am not familiar with that
transaction. I recently took over as Acting Commissioner of this
service. I am not personally familiar with that. Perhaps Mr. Kulig
could address that question about the transaction. I don't know

_--whether he is able to draw any conclusions relative to the legal de-
termination of whether or not the law applies.

The CABmAI. Mr. Kulig, can you answer that question?
Mr. Kuo. Yes, sir, Approximately 50 percent of the cobalt we

received in this country was shipped under a U.S. flag.
The CHARMAN. Please describe the recent stockpile purchase of

bauxite., Was it shipped on U.S.-flag vessels in compliance with
cargo preference? If not, why?

Mr. CARRou JONES. I personally am familiar to a bare minimum
concerning that transaction, but know that Mr. Kuig is familiar

- I it and is prepared to respond.
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The CHAIRMAN. Will the gentleman proceed?
Mr' KuUnG. Yes. The question was 50 percent. We presently are

shipping the bauxite from Jamaica on a Reynolds ship--
The CHAIRMAN. I am referring to a recent purchase, a previous

purchase.
Mr. KULIG. Oh, the shipment from China was all shipped on for-

eign-fl vessels, approximately 25,000 tons of Chinese bauxite.
The CHARMAN. So, it was not shipped on U.S. flag in compliance

with the cargo preference law, as we interpret it.
Mr. KUG. As we have done with the Jamaican operation, we so.

licited for U.S.-flag vessels to participate in that operation. The
only response to that particular operation was for foreign-flags,
and it was shipped on two vessels.

The CHAIRMAN. Is it fair to say that GSA took steps attemping to
find suitable U.S. vessels to carry the Chinese bauxite?

Mr. KuLIG. Yes, sir. -
The CHAIRMAN. All right, sir.
Is GSA aware that Secretary of Transportation Lewis' maritime

policy statement issued on May 20 on behalf of the President stated
that the cargo preference laws would be adhered to fully?

Mr. CARROLL JONES. Yes.
The CHAIRMAN. Does GSA believe that the cargo preference stat-

ute applies to ocean transportion of materials purchased with cash
by the United States for the strategic stockpile?

Mr. CARROLL JONES. Yes.
The CHAIRMAN. Well, does GSA believe that the cargo preference

statute applies to those transportation materials required for the
strategic stockpile in exchange for excess stockpile of components;
that is, in exchange?

Mr. CARROLL JONES. A barter, are you referring to?
The CHAIRMAN. Yes.
Mr. CARROLL JONES. I would believe so, as far as I understand it.

I was not involved in that porion of the transaction, so I am not
able to render a firm opinion because I have not looked at it to
that extent, from that4angle.

The CHAIRMAN. We are not talking about dairy products, we are
talking about the exchange of stockpile materials for a surplus of
their stockpile of materials. Do you think cargo preference should
apply to that? You know, when we exchange materials for the ma-
terials?

Mr. CARROLL JONES. I understand what you are referring to. I
have not approached that particular problem, and my familiarity
with the Cargo Preference Act is pretty much tied to the Jamaican
transaction. So, I cannot render an opinion. I would be happy to
respond to you by letter,

The CHAIRMAN. Does GSA-believe- the cargo preference statute
applies to ocean transportation of materials required for the strate-
jc stockpile 'in exchange for, Department of Agriculture commod-
ities conrolled by the CCC?

Mr. CiOoL, JoNEs. I believe so, Mr. Chairman.
The 3HAImzAN. Well, in GSA's view would the cargo preference

statute apply to any negotiation for transportation of excess stock-
pile components -which were used in exchange to acquire stockpile
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material of which there are insufficiencies? Maybe you angered
-that. We have a surplus, we exchange It for-

Mr. CARROLL Jowgs. As I understand it, the Cargo Preference Act
applies to purchases made by the General Services Administration
for materials that would be brought into-the country to be added to
the stockpile by ship and that each case would be looked at on an
individual basis.I find it very difficult to-as I said, my familiarity with the
Cargo Preference Act has been restricted to this'one particular
event. Any'responses that I may make I would have that caveat.

The CHAIRMAN. Don't feel badly because I am afraid a lot of
pe down in GSA do not understand the Cargo Preference Act.

That has been my experience. Excuse me, sir, go ahead.
Mr. CARROLL JONES. The Cargo Preference Act was taken into

consideration on each occasion when there are shipments of mate-
rials that cross water to be brought to our stockpile, Mr. ChairmIan.
The law, as best I have been able to garner from the record, has
been complied with,, sir.

The CHAIRMAN. Well, of course- there is a slight difference of
,opinion on that particular subject, and now I am going to recognize
counsel for any questions he might have. I I
. Mr. WELCH. Mr. Jones, when did the GSA first-consult with the

Maritime Administration about this particular bauxite transac-
tion?

Mr. CARROLL JONES. I would have to look at the record, sir. I am
advised it was about mid-December.

Mi. WiLcH, Prior to that first contact with MarAd, did GSA dis-
cuss possible shipping arrangements or port designations with rep-
resentatives of Reynolds Metal or FEMA or BATCO or Jamaica?

Mr. CARROLL JONES. I think I better have Mr. Kulig address that,
since he was there at the time.

Mr. KuuG. When we received the notice from the President to
start this operation, we began to do our preliminary site study and
prior to having our discussion with MarAd we did touch base with
FEMA, as an example, to give them an idea.of how we were about
to go about this operation.

AS far as the physical placement of the commodity in this coun-
try, the country o Jamaica doesn't really care where it goes, how
we handle it xie it came ashore.

Mr. WELCH. Did you discuss possible shipping arrangements with
any of thoseparties before you talked with the Maritime Admiis-
tration?
'Mr. KtW-.d. We were not in a position to talk about shipping'ar-

rangements yet. because we didn't really zero iii on where we were
oing to pa~~lace te commodity or potential sites where ,We might

place the commodity.Mr. W wH. Is it'true thatReynolds had a dt you pior to
meeting with 'the Maritime Administrationt at they had 'four
shi! that might be compatible with the Gregory facility?

Mr. KUWu. That may have been mentioned. It doesn't stand out
clearly as sopething-that is very t strof.

Mr. Wkick * Before MarAd's participation, did GSA believe that
cargo preference law applied to this trnsaction?

Mr. KUI. Yes.
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Mr. WELCH. So, are you saying that MarAd's intervention was
not necessary before you accepted the fact that the cargo prefer-
ence law was applicable?

Mr. CARROLL JONES. I believe that the question relative to the
Cargo Preference Act, whether or not it applies, would apply in
every instance in a transaction such as this, and that the officials
of GSA were cognizant of that, sir.

Mr. WELCH. I am not sure that is what my question is. This com-
mittee interprets the Cargo Preference Act as applying to every-
stockpile purchase that involves ocean transportation, regardless of
the individual facts of the situation. Does GSA agree with that po-
sition?

Mr. CARROLL JONES. I would suggest that we would agree that
where there is ocean transportation involved in stockpile materials,
that indeed the Cargo Preference Act comes into play.

Mr. WwxH. After GSA acknowledged that the cargo preference
law applied to this transaction, did GSA ask Reynolds Metal to pro-
pose a way of restructuring this sale so that the cargo preference
law would not apply?

Mr. CARROLL JONES.-No.
Mr. WELCH. We have a letter from Reynolds dated January 20,

addressed to Mr. Kulig, which with the chairman's permission we
can put in the record at this point. It says:

DuNa Ma. KUUo: GSA and the Government of Jamaica have asked Reynolds to
describe the basis on which Reynolds might make available its own bauxite so that
the planned GSA purchase of Jamaican sourced material can begin promptly.

Your question grows out of believe that the commencement of the direct purchase
transaction, which you have been contemplating between GSA and an agency of the
Jamaican Government, will be delayed pending resolution of the question of wheth-
er any of the bauxite must be moved from Jamaica on U.S-flg vessels.

Our proposal is set'out in letter and in a word, Reynolds will sell its own material
in the United States to the Jamaican Government for resale to GSA and Reynolds
will commit to purchase replacement bauxite from Jamaican sources.

R. E. FzATm TONK.
Are you familiar with that letter?
Mr. CARROLL JONES. I believe that plan was rejected.
Mr. WELCH. The question is, did GSA ask Reynolds to propose

such aproposa?
Mr. CARROLL JONES. No.
*Mr. WCH'. Is the Reynolds' letter incorrect when it says GSA

and the Government of Jamaica have asked Reynolds to describe,
-so forth and so on?

Mr. KULIG. We did not-
Mr. Wsipi. Would you like a copy of the letter? .
Mr. Kui;i. I have one. We cannot speak for the communication

between the country of Jamaica and the Reynolds Corp., bearing in
mind that Reynolds does nqt have -difrt cohtroctual relationship
v ith us, their relationship is with Jamaica.
'What they discussed is between them, but they-did not p-opose

that-kind ofran operation, and we have not solicit. that kin4 of an
operation.,

Mr. WsHw. Reynolds i think did propose that type of.an oper-
aton, but you say -you. did not solicit?

Mr. Kuuo. That is correct.
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Mr. WELCH. Did GSA officials ever meet with OMB officials to
discuss an arrangement similar to the Reynolds proposal?

Mr. CARROLL JONES. I have no knowledge about that. I certainly
would not deny that there may have been meetings with OMB offi-
cials during the course of this transaction. I don't know what tran-
spired. Until Mr. Kulig was present, he wouldn't know, either.

Mr. WELCH. The committee has access to documents not prepared
by GSA which describe such a meeting, refer to such a meeting be-
tween GSA budget officials and OMB budget officials. We would be
glad to discuss with you more fully after the hearing the informa-
tion we have.

I think the committee would appreciate getting more informa-
-tion about such a meeting from you. The point being that it ap-

pears thatafter-GSA-acknowledged the cargo preference law, there
were discussions, whether initiated by GSA or others, about a pro-
posal that would have avoided the cargo preference law.

Mr. CARROLL JONES. I will see that whatever information is avail-
able is-provided to the committee, sir.

[The information follows:]
We have reviewed our fIdes and can find no documentation recording the events of

the meeting which you indicated that was held between GSA and OMB budget offi-
cials.

Mr. WELCH. Why was the prop(saLoffered by Reynolds not
agreed to?

Mr. CARROLL JONES. I was not part of making that decision. It
would be speculation because I have not looked into it. I vaguely
recall that proposal, the terms of it, but I was not party to any de-
cisions as to how the transaction ultimately was consummated. So,
I am afraid I can't answer that question.

Mr. WELCH. Mr. Kulig?
Mr. KuuG. I can't add anything further.
Mr. WELCH. The proposal was to you, Mr. Kulig. Wouldn't you

-have been involved in making a disposition of the proposal fromRey~nolds?r. KuLG. At that time I was Director of Operations for the

Strategic Stockpile, andthat is outside of my area of responsibility.
I was serving as the focal point for communicating with Reynolds
and GSA and BATCO on operational matters. That decision would
be made by the commissioner.

Mr. WELCH. Mr. Markon?
Mr. Kuuo. Yes, sir.
The CHAIRMAN. In conclusion on this particular discussion, this

effort to reconstruct the sale upsets me. It seems a knowing effort
to underthine the cargo preference law even after GSA had assured
rhp not on one occasion but three occasions that the laws would be
upheld.-

Apparently, with no effort to belittle the two witnesses here this
afternoon, we -might have the wrong witnesses. I am not sure.
Maybe this meeting should have been held about a month ago.

In any event,does counsel have any further questions?
MrWLCH. Is it true that GSA agreed with the solhit4tion in

terms used when carriers were sought to transport the bauite? r'
Mr. CARROLL Joitzs. Yes.
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Mr. WELCH. Is it true that these terms require the port of dis-
charge be- the Reynolds facility at Texas and the ships be compati-
ble with special discharge systems at Gregory and certain rates of
discharge be made? -.

Mr. Kuuo. That is correct.
Mr. WELCH. Are only foreign-flag ships being used to ship the

bauxite now?
Mr. KuLG. At this time, yes.
Mr. WELCH. Do these ships-all belong to a Reynolds-owned sub-

sidiary?
Mr. KULIG. Yes. I think it is Caribbean Lines.
Mr. WELCH. To your knowledge are there ariy U.S. ships now in

existence which are equipped to use the Gregory discharge facility
that is presently configured?

Mr. KULIG. It is my understanding our earlier communications
with the shipping industry when we solicited for participants, that
there was a ship who contacted us out of the Great Lakes who
looked into participating with the U.S.-flag ships, looked into par-
ticipating in thia operation, and after completing their own inter-
nal accounting, they decided that it was not profitable for them to
participate, and they withdrew?

Mr. WELCH. Are there any foreign-flag ships other than Reynolds
which are equipped to meet the Gregory facility discharge specifi-
cations?

Mr. Kvuo. It is my understanding we reviewed this in Decem-
ber, January, and February. I believe there is one ship in the Neth-
erlands.

Mr. WELCH. Is it true that GSA knew at the time it agreed to the
specifications that there were only a limited number of ships which
could meet the specifications?

Mr. KuLIG. I -didn't, but I would presume that there would be
limited numbers of ships based on the configuration of the facility
which we planned to send these to.

Mr. WELCH. What other storage sites did GSA consider for stor-
ing the bauxite?

Mr. KUUG. We considered all of our existing sites for the storage
as well as pursuing, identifying additional sites for this operation.

Mr. WELCH. Is the Gramercy, La., site more accessible to U.S.-
flag ship participation? _

Mr. KuuG. I would say yes, it is accessible for U.S. flags.
Mr. WELCH. Could you compare the cost of preparing the Gregory

site to the possible cost of preparing the Kaiser site for storage
after this bauxite?

Mr. KuIuo. Yes. The Kaiser site required two major items. One
was preparing the physical ground to receive the commodity, and
the second item was a requirement to install a very sophisticated
offloading system to take the commodity from the ship to the area
which was identified where the commodity was to be offloaded.

Mr. WmwcH. Are there other ports located near Gregory which
might handle or could handle Jamaican bauxite?

Mr. Kuuo. I don't know of any other than Corpus Christi.
Mr. WELCH. Could U.S.-flag ships carry this to Corpus Chiisti?
Mr. KULIG. It could arrive in Corpus Christi.
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Mr. WELCH. Why did the specification exclude that as a dis-
charge point?

Mr. CARROLL JONEs. Having visited the Corpus Christi area and
the Gregory site, I think that to properly address that question you
have to see what we are dealing with in terms of what this Jamai-
can bauxite is, the amounts that we are dealing with and the facili-
ties as they exist at Corpus Christi, and the transportation of any
material by truck or however from the offloading location.

The environmental consideration of trying to handle that sort of
material at the Corpus Christi dockside, the safety factors involved,
and of course the spreading effect of transporting that material
would turn everything from the port and the 20-mile trip out from
the stockpile would be bright red.

There is a safety hazard involved when that material gets on a
highway, and if there is a rain storm, the highways are going to
be-you might just as well pour oil on them. I would anticipate
that any material that was offloaded would cause red dust to fly
and that we would not be into the project to any significant degree
before we were enjoined for environmental pollution problems.

As an example, we bought a jar of-this is a jar of Jamaican
bauxite. As you can see, it is a real fine powdery substance. To just
take the cap off the top of this, if you look at it, you can see that
there is smoke or a red dust flying out of it.

To take this and bring this up to 1.6 million tons, moving it,
would create enormous problems in the Corpus Christi area.

As I looked at it in retrospect-as I said, I was not involved at
the time the decision was made-it was clear to me from going
down on the site, seeing the operation, and talking to the people in
Corpus Christi, port people, talking to people from the aluminum
company, that that sort of a recommendation, of moving this type
of bauxite was totally something that could not be logically done.

Mr. WzwLH. Are there not ways of lessening the environmental
problems, such as covering the bauxite?

Mr. CARROLL JONES. Well, as I said in my statement, we were of-
floading long wet tons from the ship. That is what we offload. Nev-
ertheless, it has a water content of about 16 percent. Nevertheless,

-you still wind up with this kind of a part of it as the material sits
there-it dries up from the top down.

I have watched these long wet tons be offloaded. As it drops Qff
the truck, this enormous cloud of dust comes flying upward. Aside
from that, our financial considerations, we are moving this, trans-
portation is by weight. Assume for the moment we added addition-
al water. All we are doing is moving water from one place to an-
other. And the part of what we are doing here-we have our strate-
gic considerations as to what we are doing. We are locating bauxite
at a stockpile strategically located next to the plant which is going
to process it.

The second part of it is cost containment. Our cost containment,
it certainly would be outside of the cost containment plans we have
if we were to transport 20 percent of water some 20 miles, when we
are doing it on a per-pound basis.

Mr. WzmwcH. Could you provide the committee with information
explaining the higher costs that would be associated with trucking
from Corpus Christi? --
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Mr. CARROLL JONES. I would be delighted, sir.
Mr. WELCH. Did GSA ever contact Corpus Christi port officials

about a way of overcoming the environmental problems?
Mr. CARROLL JONES. Mr. Kulig tells me that they did.
Mr. WELCH. Did GSA ever talk with Corpus Christi port officials

about a way of way of overcoming the environmental problems?
Mr. CARROLL JONES. Mr. Kulig advises me they did.
Mr. WELCH. What officials were those?
Mr. KuUG. I would have to submit that for the record. They

were members of the chairman of the port's staff.
[The information follows:]
The delivery cost from Corpus Christi to the stockpile site at Gregory, Texas (ex-

clusive of discharge costs at the port) is $13,751,038 at 15 percent moisture. The de-
livery cost from Reynolds' wharf to the stockpile site is $3,179,424 (this includes off-
loading costs from the ship to the wharf). Cost difference is $10,572,411.

Our records indicate that conversations with the Port Authority basically were in
the area on wharf tariffs. Major-discussions on environmental problems were con-
ducted with the Texas Air Control Board which has jurisdiction over air quality in
the Corpus Christi area.

Mr. WELCH. Did GSA ever contact Corpus Christi port officials to
see if they agree that environmental problems actually exist?

Mr. KUUG. They acknowledged environmental conditions existed.
They called our attention to the kind of problems we encounter, in
addition to a number of other people who called our attention to
the same problem.

-Mr. .WLCH. Our committee staff has spoken with the port direc-
tor at Corpus Christi. They say that the port could have handled
the bauxite shipment and could have done so without major envi-
ronmental problems.,

They also say during the last year Reynolds has actually shipped
through their port, Corpus Christi, some 300,000 tons of Jamaican
bauxite for. delivery to the Gregory facility. Are you aware of that?

Mr. KULIG. No, I am not.
I might ask you one question. When you say shipped through-the

Port of Corpus Christi, does that mean it comes through the port
on t Gregory or is it offloaded in Corpus Christi?

Mr. WELCH. Offloaded at Corpus Christi.
Mr. KuUG. No, I wasn't aware of that.
Mr. WELCH. At what other locations, other than Gregory, does

GSA have bauxite stockpiles?
Mr. KULIG. We have 17 other sites, mostly on the Gulf and a few

in the Midwest.
Mr. WELCH. At these other sites, are there port facilities nearby

at which U S.-flag ships could discharge Jamaican bauxite?
S Mr. KULIG. Yes, sir.
Mr. WELCH. Once the 1.6 million tons of bauxite is placed in the

Gregory stockpile, will that stockpile have additional capacity at
that site?

Mr. KuLIG. That is a tough question to answer. I am not sure it
has very much capacity now, additional capacity, unless we would
acquire additional surface area.

Mr. WELCH. So absent action- by you, if there are future bauxite
purchasesfor the stockpile, we have to use storage sites other than
at Gregory? I .
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Mr. KuuG. I would like to answer you in this way. Based on the
requirements of the strategic stockpile, we never try to locate all of
one commodity in one area. So what that would mean, if, we were
to acquire additional Jamaican bauxite, we would look to other
areas and have to come up with a different operational sequence.
- Mr. WELCH. Won't you be confronted with these environmental
problems of trucking the bauxite from the port of discharge to the
stockpile site at these other sites?

Mr. KuLIG. That is a consideration. We would take that into our
planning. We may have to acquire a site elsewhere.

Mr. WELCH. Is it true that the stockpile, even after the purchase
of 1.6 million bauxite, will still be deficient in bauxite?

Mr. KuLIG. Yes, sir.
Mr. WELcH. Does GSA know of plans to purchase additional Ja-

maican bauxite for the stockpile?
Mr. CARROLL JONES. No.
Mr. WELCH. Could you comment on Prime Minister Seaga's

recent speech in which he says that the United States will buy an-
other 1 million tons of bauxite in the coming fiscal year?

Mr. CARROLL JONES. No, I cannot comment on that.
Mr. WELCH. Are you aware of that speech?
Mr. CARROLL JONEd. No.
Mr. WELCH. Mr. Kulig?
Mr. KULIG. Yes, I am aware of the speech.
Mr. WELCH. To your knowledge, have there been any discussions

between GSA and Jamaica, or BATCO, or other people within the
administration about an additional bauxite purchase?

Mr. CARROLL JONES, To my knowledge there have been no discus-
sions. Of course I cannot speak for what may go on in other agen-
cies of the Government. There is none I am aware of.

Mr. WELCH. Would GSA today commit itself in carrying all
future bauxite purchases on U.S. flagships, until the deficiency oc-
curring in this shipment is made up?

Mr. CARROLL JONES, I'm afraid I cannot commit the agency to
anything. As I said, each, purchase, if there are future purchases,
will have to be looked at on a case-by-case basis. And I am in no
position to make any guarantees as to methods of transportation at
this time.

Mr. WELCH. Is it common practice to locate the storage for baux-
ite near a plant which will ultimately process the bauxite?

Mr. CARROLL JONES. It is now. I recognize many of the sites
which were positioned back perhaps 30 years ago. They were origi-
nally located next to processing sites or the plant which wouldput
it into use. But at that point, when we select a location such as the
Gregory site to store our bauxite, we select that with the thought
in mind that it should be l6cated in fairly close- proximity to the
processing plant.

Mr. WELCH. Two last questions.
While the bauxite transaction was being negotiated and the ship-_

ping arrangements being discussed, did anyone from another ex-
ecutiVe agency discuss with GSA on the need to ship this bauxite
on foreign flagships or to avoid the cargo preference law?
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Mr. CARROLL JONES. I am not aware of anything such as that-
although I certainly am not in much of a position to claim that it
never happened. I simply do not know.

Mr. WELCH. Mr. Kulig?
Mr. KumG. I am not aware of any. I have no knowledge of that.
Mr. WELCH. Finally, the statistics we have all seen cited indicate -

that the bauxite deal involves about 55 million dollars' worth of
value. Does that not exclude the value of the bartered dairy prod-
ucts? Doesn't that just include the cash payment, plus the value of
the exchange of minerals from the stockpile?

Mr. CARROLL JONES. I don't think so. I think that is the total
amount. Mr. Kulig can look it up.

Mr. WELCH. For example, Mr. Jones, it is my understanding that
it contains the translated amount for bartered goods. But then
again, I could be wrong. We were looking at a Jamaican bauxite
agreement executive summary, which Mr. Markon provided this
committee in a letter dated April 16, and it indicates that total
cost-it says material, 1.2 million long dry tons, $31 million; trans-
portation, 1.6 million long dry tons, $15.5 million, for a total of
$54.5 million. That excludes the value of the 400,000 long dry tons
bartered for the dairy products.

Mr. CARROLL JONES. Based on what you are referring to, I agree
with you.

Mr. WELCH. So actually the cost or the value of this transaction
is significantly higher than $54.5 million, and you would add to
that either the value of the contract assigned to the bartered dairy
products or the even higher cost of the bartered dairy products to
the Government. -

Mr. CARROLL JONES. That would appear so, yes.
The CHAIRMAN. Mr. Sunia?
Mr. SuNIA. No questions, Mr. Chairman.
The CHAIRMAN. Mr. Jones, thank you very much for your ap-

pearance here this afternoon.
Mr. Kulig, thank you.
The CHAIRMAN. Our next witness is Mr. Paul Krueger, Assistant

Associate Director for Resources Preparedness of the Federal
Emergency Management Agency.

Would the GSA representatives remain in the room.

STATEMENT OF PAUL K. KRUEGER, ASSISTANT ASSOCIATE DI-
RECTOR FOR RESOURCES PREPAREDNESS, FEDERAL EMER.

. GENCY MANAGIkMENT AGENCY
Mr. KRUEGER. Mr. Chairman, members of the committee, I wel-

come the opportunity to appear at this hearing today and t6 review
the responsibilities of the Federal Emergency Management Agency
with regard to emergency resources preparedness. The need to
insure aVailability of raw materials for defense is a vital one. We
are -becoming more and more aware that the United States has
grown increasingly dependent on foreign nations for strategic raw
materials.

As part of the resources preparedness proqram, FEMA has the
responsibility for overall stockpile policy decisions concerning the
determination of what materials are strategic and critical and the
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quantity and the type bf materials to be held in the national de-
fense stockpile. Stockpile management functions were delegated by
Executive order to the Administrator of General Srvices.

Amendments to the Strategic and Critical Materials Stockpiling
Act were passed on July, 30, 1979. For the first time in the history
of the program there is a legislated 3-year stockpile planning
period, a transactions account from which sales receipts can be
used for purchases, and a strong congressional endorsement to
barter for needed materials.

On March 13, 1981, the Reagan administration demonstrated its
commitment to the program by ordering the first major stockpile
acquisitions in over 20 years.

There are presently 61 groups and individual minerals, metals,
and other industrial materials included in the stockpile. A goal is
established for each of these materials, and this goal represents the
inventory level required to insure national security in the event of
a national emergency with a duration of up to 3 years.

After the goals are calculated-to determine the materials that
will be included in the stockpile, an annual materials plan is devel-
oped specifying materials and quantities to be purchased or dis-
posed of during the following fiscal year.

The plan is developed by an interagency annual materials plan
steering committee chaired by our agency. There are 10 other agen-
cies represented on the interagency committee, and they are all in-
volved in the planning process. Subsequently, the plan is submitted
to the National Security Council, and it forms the basis for the ad-
ministration's request to the Congress for specific materials trans-
actions. -

Legislation passed during the first session of this Congress man-
dates that a 5-year plan be submitted annually to Congress.

On November 24, 1981, President Reagan directed the acquisition
of 1.6 million tons of Jamaican-type bauxite for the stockpile, Baux-
ite is the basic raw material used to produce aluminum, a signifi-
cant component in military weapons systems and virtually all aero-
space systems. Because of this importance to both military and
basic industrial production, bauxite is included on the list of strate-
gic and critical materials in the aluminum family grouping.

Jamaican-type bauxite is one of several major types of bauxite
used in the United States. It is stockpiled as a distinct type because.
industrial plants are set up to process specific types of bauxite. The
stockpile is designed to help insure that all plants can operate in a
defense emergency, and the dominant form of bauxite'used in U.S.
refineries is Jamaican-type. Currently, the stockpile is 12 million
tons below its goal for Jamaican-type bauxite.

In looking ahead at the transportation policy issues for materials
acquisitions, it is evident that the Maritime Administration 'can
assist with portions of the annual materials plan process. Their
participation would provide information that could be used in the
development of transportation cost estimates and procedures. In
the future I intend to consult the Maritime Administration in this
process as overall transportation issues arise. I believe that this
early involvement of MarAd will be helpful-in the accomplishment
of stockpile planning.
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This concludes my prepared statement. I would be happy to
answer any questions you may have.

The CHAnwAs. Thank you, Mr. Krueger.
How are goals set for each material and how are priorities

among materials set?
Mr. KRUEGER. It is a lengthy process. First, based upon Depart-

ment of Defense expenditures on weapons systems and what a war-
time civil economy would look like, we calculate what the raw ma-
terial requirements, including bauxite, are for the total economy.
Once we have done that, we look at what is the available, antici-
pated supply during wartime. Where-we view this supply as insuffi-
cient; that is, unable to meet our requirements, we would stockpile
an amount sufficient to meet the total requirements of the econo-

mThis is a process which involves a number of different depart-

ments and agencies, including the Department of State, Depart-
ment of Commerce, the Department of the Interior, the Depart-
ment of Defense, the Department of Treasury, and some other
agencies.

The CHARMAN. What is the normal-relationship between FEMA
and GSA regarding stockpile operations?

Mr. KRU GER. We are responsible for setting the overall stockpile
goals, designating the quantity and quality of materials to be stock-
piled, and we chair an interagency committee to come up with the
annual shopping list. GSA participates in that process; and then
they would take the annual shopping list and, depending upon
market conditions, select from that list the materials that they
would purchase.

The CHAmmA}t. In' this particular purchase of bauxite, were
normal pro6edures followed?

f4r. KRtUGR. To the best of my knowledge they were, sir.
The CH mMAN. In other words, who made the decision about the

bauxite-the committee in question?
"Mr. KRuEGER. Early on, in thfe beginning of March of 1981,

FEMA published a list of the 13 materials which had the highest
priority for acquisition. Bauxite was one of those materials. Cobalt
was,. another, and you have heard about the purchase of cobalt asSwell .
:In Ngvember, there was a confluence of events that led to the

President irecting that-of those .13 materials that we had identi-
fied, as high priority, that we would proceed with the bauxite.
When lsy a, confluence of events, I mean the material had al-
r. dy been identified as required for the stockpile, and it had been
ideptified as high priority item. The foreign policy initiatives that

Were ongoing in the CaiibbetM area also contributed so that, as all
of these , pieces came together, the President made his announce-
ment.-

The CHAriAN. Have there-been other instances when the Presi-
dent intervened to direct a purchase?

.Mi..Kauzomi. Certainly he intervened in March when he direct-ed the beginning of the entire program and specified that $100 mil-
lion would be spent in this Orea. That did represent the first pur-
chases for the stockpile in something like 20 years. And I really
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cannot comment on what happened 20 years ago, whether or not
previous Presidents have intervened.

The CHAIRMAN. Well, would you have made this purchase had it
not been for the President's directive?

Mr. KRUEGER. It was certainly one of the materials on the list
that had been identified as a high priority for acquisition. Perhaps
the President's directive accelerated when that might occur, but it
is within the broad framework of national security priorities which
had been previously established.

The CHAIRMAN. Why is bauxite a strategic and critical mineral?
Mr. KRUEGER. Basically beoause it is used to make aluminum.

Aluminum goes into aircraft and a lot of other weapons systems. It
is an essential element, not only for the Department of Defense,
but really for the economy at large.

The CHAIRMAN. What is the stockpile goal, what is the current
inventory, and what is our deficiency, if any?

Mr. KRUEGER. We stockpile two basic types of bauxite-refrac-
tory bauxite, and metallurgical bauxite. Within the metallurgical
bauxite, we have a stockpile goal for Jamaican-type bauxite of 21
million tons, and a current inventory of about 9 million tons.

We also stockpile Surinam-type metallurgical bauxite. We have a
stockpile goal of a little over 6 million tons, and have a little over 5
million tons in inventory,

The CHAIRMAN. Would the stockpile goal increase significantly
with Jamaican bauxite?

Mr. KRUEGER. The stockpile goals were originally set in 1976,
and were recalculated using the same fundamental policy param-
eters in 1980. At that time we reduced the stockpile goal for alumi-
na, which is an intermediate form between bauxite and aluminum.
What we had indicated as the stockpile goal for -alumina, we shift-
ed back into a stockpile goal for bauxite.

The CHAIRMAN. If the reason for an increase was clear, the trou-
bled political environment in Jamaica, has the election of Seaga
dispelled those fears, and should not our stockpile goal have been
reduced accordingly?

Mr. KRUEGm.I would not want to comment in open session on
what I will call the foreign policy nature of our consideration. I
will note that in 1942 the United States had a fleet of some 60
bauxite barges. By the beginning of 1943, 52 of those barges had
been sunk, so transportation and the vulnerability of transporta-
tion in the Caribbean is something that we take into account.

The CHAIRMAN. How does Jamaican bauxite rank in importance
with other minerals on the stockpile list?

Mr. KRUEGER. There are 43 materials for which we are in deficit;
that is, our inventories are not sufficient to cover our stockpile
goals.

The CHAIRMAN. Would it be fair to say that it was purchased
ahead of more critical minerals in this instance?

Mr. KRUEGER. As I started to say, there were 43 in deficit. A year
ago last March we identified bauxite as one of the top 13 for acqui-
sition. Within that list of 13, we did not imply any priority and cer-
tainly did not intend to imply any priority. Our intent is to make
up a shopping list from which items would be selected as market
conditions and other conditions warrant.
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The CHAIRMAN. What role does FEMA play in deciding transpor-
tation and storage sites for stockpiled materials, if any?

Mr. KRUEGER. We a long time ago established some general poli-
- cies to be used in regard to transportation and storage. There are

about 113 different stockpile sites all around the Nation. There are
four -stockpile sites for Jamaican-type bauxite, each one co-located
with the four plants which process Jamaican-type bauxite.

If you have a million tons of material, and you need to use it in
an emergency, you do not want to transport it a long way, so we
would want to stockpile it colocated with the using plant. For ma-
terials less bulky than bauxite, we would tend to stockpile at a
storage depot that could serve many using industries or industrial
plants.

The CHAIRMAN. Do you consult with GSA on transportation and
storage, and did you in this case, about the Jamaican bauxite?

Mr. KRUEGER. We were aware of the considerations. We partici-
pated in those discussions.

As long as we were satisfied that there was nothing that would
adversely impact national security, we would defer to GSA for the
ultimate selection, and we were able to satisfy ourselves that the
national security requirements were being met.

The CHAIRMAN. Is FEMA aware of the various cargo preference
laws?

Mr. KRUEGER. Yes, sir.
The CHAIRMAN. Does the cargo preference statute apply to ocean

transportation of materials purchased by the strategic stockpile?
Mr. KRUEGER. As I understand that act, it applies to all Govern-

ment-impelled cargo, and this would be Government-impelled
cargo.

The CHAIRMAN. In this particular transaction, did FEMA officials
ever discuss with GSA or other executive branch agencies the ap-
plicability of cargo preference laws? Did you get involved in that?

Mr. KRUEGER. I had a meeting with some senior officials of the
Maritime Administration the first week in January. They ex-
pressed their concerns that they were not sure that American ship-
ping had been given the opportunity or sufficient opportunity to
bid. I agreed with the maritime officials that if this became a prob-
lem, I would get more involved. It was appropriate, however, that if
there was a problem, it could be resolved between MarAd and GSA.
We in FEMA would not normally get involved on a day-to-day
transaction regarding the stockpile except on an exception basis.

The CHAIRMAN. Did anyone in an executive branch agency ever
press you or discuss with you and FEMA officials the desirability of
shipping this bauxite on foreign-flag ships or avoiding the cargo
preference laws?

Mr. KRUEGER. I was present at a meeting that involved a number
of executive agencies. The sense of that meeting was that, within
the terms of the Merchant Marine Act, no matter how you struc-
tured this transaction, you would be using Government-impelled
cargo, and that all of the requirements of the statute would have to
be followed. -

The CHAIRMAN. Are there definite or possible purchases of Ja-
maican bauxite for the stockpile in the fut iie?

91-92 O--82-
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Mr._KRuEGER. L-am aware of Prime Minister Seaga's remarks. I
am unaware of, and I certainly have not been involved in any dis-
cussions regarding specific future purchase of Jamaican bauxite. -

The CHAIRMAN. Are there future purchases planned of other
stockpile materials at the present time?

Mr. KRUGm. To -the extent that Congress appropriates money
-for-that-activity, we will be purchasing more stockpile materials.

The CHAIRMAN. Just watch the budget carefully, and see what
happens, if we ever get a budget.

What was the fiscal 1982 appropriation for stockpile purchases?
Mr. KRUEGER. There was no appropriation in fiscal 1982. Under

the terms of the continuing resolution, $57.6 million was made
available for this-i-tivity.

rThe CHAIRMAN. Is there any carryover of funds from prior years?
Mr. KRUEGER. Under the terms in a continuing resolution, $100

million was made available in fiscal year 1981. These moneys are
available for 5 fiscal years. I believe virtually all of the $100 mil-
lion has been committed, although it has not all been spent. And
most of the $57.6.h million has been obligated, but has not been
spent.

The CHAIRMAN. I understood you to say a moment ago that the
budget request for fiscal 1983 is zero.

Mr. KRUEGER. The budget request for fiscal 1983 is $120 million.
The CHAIRMAN. I misunderstood you then. Y
I do not have any further questions. Does counsel have any?
Mr. SEciFRT. I have one small question.
Mr. Krueger, it is my understanding from a submission by you,

or by a private research firm, that there are some 14 million tons
of bauxite in the national defense stockpile. Is that your under-
standing?

Mr. KRUEGER. That is approximately correct.
MrSIFERT. That, 9 million tons is Jamaican type. Of that 9

million tons of Jamaican-type bauxite, how much is located in
Gregory, Tex., right now?

Mr. KRUEGER. If you would like, I could give you where all of it
is located.

Mr. SEIFERT. Well, just rough percentages then.
What percentage of the national defense stockpile is coated at

Gregory, Tex.?-
---- Mr. KRUEGER. About 40 percent.

Mr. SEIFERT. Forty percent. And how many sites are there total?
Mr. KRUEGER. Four.
Mr. SziFxT. The previous witnesses, Messrs. Jones and Kulig, in-

dicated that it is appropriate to locate the stockpile material close
to the processing fac-Miiy. And I assume that that is consistent with
FEMA's responsibility and goals?

Mr. KRUEGER. That is correct.
Mr. Szi mT. Is it in the national interst to add additional stock-

pile materials at Gregory, Tex., when they already have 40 per-
cent?

Mr. KRUEGER. Gregory, Tex., is the largest single plant to process
Jamaican-type bauxite in the United States, so-you would expect
that there would be more there than at any other site.
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Mr. SEIFERT. Are there any other sites that you know of that are
underutilized that could be utilized and hence stockpile material
for emergency use? Mobile, for instance?

Mr. KRUEGER. Mobile uses the Surinam-type bauxite rather than
Jamaican-type bauxite.

Mr. SEIFERT. And there is no interchange ability of the two baux-
ite types when you are processing alumina?

Mr. KRUEGER. These are different raw materials. Each plant is
basically a chemical plant, and is structured to process a particular
type or blend of bauxite. There are three plants which use 100 per-
cent Jamaican-type bauxite. There is a fourth plant which uses a
mix of Surinam- and Jamaican-type bauxite. And then there iW a
plant in Arkansas which uses locally produced bauxit6-a small
plant-which is considered to be of Jamaican type.

Mr. SE FERT. There is no difference in the quality of the alumi-
num, is-there, based upon the type of bauxite that is used?

Mr. KRUEGER. No; the key is the ability of an individual plant to
process the incoming raw material.

Mr. SEIFERT. So from the point of view of the strategic value of
the stockpile, it really does not matter what type of bauxite is
stored, does it, as long as it is close to a plant that is capable of
handling that type of bauxite.

Mr. KRUEGER. Yes; and consistent with the capacities of each
plant.

Mr. SEIFERT. Is the Gregory location now saturated or will it be?
Mr. KRUEGER. It will not.
Mr. SEIFERT. Do you anticipate that the future requirements of

the stockpile for Jamaican bauite will come into Gregory?
Mr. KRUEGER. That is a decision that hasn't been made yet.
Mr. SEIFERT. It will be a decision made by you with GSA, or GSA

with Reynolds Metals?
Mr. KRUEGER. Reynolds Metals does not participate in the na-

tional security decisionmaking process.
[The statement of Paul K. Krueger follows:]

STATRMT OF PAUL K. KRUEGER, AssISrANT ASSOCIATE DIRECT FOR RESOURCES
PREPADNESS, FEDERAL EMERGENCY MANAGEMENT AGENCY

Mr. Chairman and members of the committee, I welcome the opportunity to
appear at this hearing today and to reviewthe responsibilities of the Federal Emer-
gency Management Agency with regard to emergency resources preparedness. The
need to ensure availability of raw materials for defense is a vital one, and we are
becoming more pnd more aware that the United States has grown increasingly de-
pendent on foreign nations for strategic raw materials. -

As part of the resources preparedness program, FEMA has the responsibility for
overall stockpile policy decisions concerning the determination of what materials
are strategic and critical and the quantity and the type of materials to be held in
the national defense stockpile. Stockpile management functions were delegated by
executive order to the Administrator of General Services.

Amendments to the Strategic and Critical Materials Stock Piling Act were passed
on-July 30, 1979, and for the first time in the history of the program, there is a
legislated 3-year stockpile planning period, a transactions account from which sales
receipts can be used for purchases, and a strong congressional endorsement to
barter for needed materials. On March 13, 1981, the Reagan administration demon-
strated its commitment to the program by ordering the first major stockpike acqui-
sitions in over 20 years.

There are presently 61 groups and individual minerals, metals, and other indus-
trial materials included in the stockpile. A goal is established for each of these ma-
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terials, and this goal represents the inventory level required to ensure national se-
curity in the event of a national emergency with a duration of up to 3 years. -

After the goals are calculated to determine the materials that will be included in
the stockpile, an annual materials plan is developed specifying materials and quan-
tities to be purchased or disposed of during the following fiscal year. The plan is
developed by an interagency annual materials plan steering committee chaired by
our Agency. There are 10 other agencies represented on the interagency committee,
and they are all involved in the planning process. Subsequently, the plan is submit-
ted to the National Security Council and it forms the basis for the administration's
request to the Congress for specific materials transactions. Legislation passed during
the first session of this Congress mandates that a 5-year plan be submittedannually
to Congress.

On November 24, 1982, President Reagan directed the acquisition of 1.6 million
tons of Jamaican-type bauxite for the stockpile. Bauxite is-the basic iaw material
used to produce aluminum, a significant component in military weapons systems
and virtually all aerospace systems. Because- of this importance to both military and
basic industrial production, bauxite is included on the list of strategic and critical
materials in the aluminum family grouping. Jamaican-typo bafxite is one of several
major types of bauxite used in the United States. It is stockpiled as a distinct type
because plants are set up to process specific types of bauxite. The stockpile isde-
signed to help ensure that all plants can ope., t in a defense emergency and-the
dominant form of bauxite used in United States refineries is Jamaican-type. Cur-
rently, the stockpile is 12 million tons below its goal for Jamaican-type bauxite.

In looking ahead at the transportation policy issues far mateia acquisitions, it
is evident that the Maritime Administration can assist with portions of the annuals
materials plan process. Their participation would provide information that could be
used in the development of transportation cost estimates and procedures. In the
future, I intend to consult the Maritime Administration in this process as overall
transportation issues arise. I believe that this early involvement of Marad will be
helpful in the accomplishment of stockpile planning.

This omicludes my prepared statement. I would be happy to answer any questions
you may have.

Mr. SEIFERT. Thank you, Mr. Krueger. Thank you, Mr. Chair-
man.

The CHAIRMAN. Thank you, Mr. Krueger. We appreciate your
presence.

The next witness is Mr. Thomas M. Dyer, with Equity Carriers,
Inc., and Mr. Alan Jones, president of the Antares Chartering and
Shipping Corp., will also be on the panel.

Glad to have you gentlemen here today.

STATEMENT OF THOMAS M. DYER, EQUITY CARRIERS, INC.,
ACCOMPANIED BY PAUL KIRCHNER

Mr. DYER. Thank you, Mr. Chairman. Mr. Chairman, members of
the committee, with me today is Mr. Paul Kirchner, also with the

_law firm of Kurrus & Dyer. We are here today, Mr. Chairman, ap-
pearing on behalf of Equity Carriers. Equity Carriers is the char-
tered owner of the Star of Texas, a new 36,000 deadweight ton dry
bulk American-flag vessel, delivered this past January, from Lev-
ingston Shipbuilding Co. in Orange, Tex.

The Star of Texas is one of the U.S.-flag vessels that was offered
for participating in the carriage of the Jamaican bauxite purchasedby GSA.

We have already submitted a prepared statement which we ask
to be-included in the record.

The CHAIRMAN. Without objection.
Mr. DYER. With your permission, I would like to present a brief

summary of those comments.
The CHAIRMAN. The gentleman may proceed.
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Mr. DYER. Equity Carriers thanks the committee for the opportu-
nity to present testimony today and wishes to express its apprecia-
tion for the interest shown by the chairman in this matter. We
fully support the efforts of the committee to investigate the facts
and circumstances involved in the failure of U.S.-flag ships to par-
ticipate in the transportation of the 1.6 million tons of Jamaican
bauxite purchased by GSA for the national stockpile program.

It should obviously be a matter of concern whenever such a large
volume of cargo clearly subject to the Cargo Preference Act (Pubic
Law 664) is not carried on U.S.-flag ships. In addition, however, the
manner in which GSA has avoided the requirements of PublieLaw
664 and ,the open antagonism that GSA officials have displayed
toward" U.S.-flag shipping raises serious questions coficerning not
only that Agency's willingness to comply with the law in the
future, but the potential impact that this experience will have on
the future treatment of U.S.-flag shipping by other agencies as
well.

Therefore, even if the lack of U .S.-flag participation in this par-
ticular cargo movement can be justified, it is important that the
basis for such justification be brought to light in order that any
doubts about the enforceability of cargo preference laws may be
satisified.

An examination of the transportation arrangements made of the
Jamaican bauxite purchased by GSA in February has become even
more crucial and timely in view of recent reports of the planned
purchase of an additional 1 million tons of bauxite from Jaraaica
for fiscal year 1983. While it is toc late to reverse the actions of
GSA with respect to the transportation of the bauxite purchased
this year, the shortfall in U.S.-flag participation resulting from
those actions should be remedied, in part, by shipping 100 percent
of such 1983 bauxite tonnage on U.S.-flag ships.

Based on our involvement in this matter and on information that
we have been able to secure from GSA, it is our belief that GSA
did not comply with the requirements of Public Law 664. Specifical-
lywe are unaware of any facts that would support a finding that
GSA took all necessary and practicable steps to insure that at least
one-half of the bauxite would be transported on U.S.-flag ships as
required by the law. While we recognize the obvious importance of
this purchase in terms of our relationship with the new Govern-
ment of Jamaica and of our stockpile program, the transportation
aspects of the purchase are completely unrelated to such iiatters.
Our investigation reveals that the failure to employ U.S.-flag ships
for any part of this government impelled cargo was not due to for-
ei relations or national defense considerations.---

The terms and conditions set by GSA for U.S.-flag carriage of the
bauxite could not possibly be satisfied-by any ships other than the
flag of convenience ships owned by Reynolds Metals Co. In particu-
lar, the selection of the Gre ,ory, Tex., stockpile site and the re-
quirement that ships must discharge directly into the specialized
receiving equipment at the Reynolds plant at that site, effectively
precluded the participation of any U.S.-flag ships and insured that
the Reynolds ships were awarded 100 percent of the cargo at a rate
that was apparently considerably above the world rate at that
time.
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It was the selection of the Gregory site and the refusal to consid-
er commonly used alternative methods of discharge for the Gregory
site that precluded the use of U.S.-flag ships. And in this regard,
we have continually questioned the reasons for these requirements,
but GSA has never attempted to provide us with any answers.

Information that we have assembled as a result of our own inves-
tigation into the reasonableness and necessity of the terms and
conditions set by GSA, however, indicates that: One, there exist
suitable stockpile sites other than the Reynolds facility in Gregory,
Tex.; two, GSA never seriously investigated the possibility of using
any such other suitable sites for all or a portion of the bauxite;
three, the specialized receiving equipment at the Reynolds facility
is not well suited for stockpile purposes; and four, the reasons
given by GSA for refusing to consider alternate methods of dis-
charging the bauxite and moving it to the Gregory stockpile site do
not appear to be supportable.

We would certainly agree with GSA that the employment of
U.S.-flag ships should not dictate the location of a stockpile site.
We do contend, however, that the Public Law 664 requirement that
all agencies take all practicable steps to insure U.S.-flag participa-
tion in the transportation of Government impelled cargoes should
be a factor taken into consideration when selecting a stockpile site,
especially -when several suitable sites exist. We do not believe this
was done in this case, and furthermore, once the Gregory site was
chosen, GSA refused to consider alternative methods of unloading
the bauxite that would permit the use of U.S.-flag ships.

Apart from the factual circumstances involved in this transac-
tion, it is unfortunate and discouraging that one of the major ship-

-ping agencies of the Government would assume an adversarial
stance vis-a-vis U.S.-flag interests. As a chartered owner of the
most modern, technologically advanced dry-bulk ship in the U.S.-
flag fleet, it is Equity Carrier's conviction that cargo perference re-
quirements need not lead to unduly expensive, inefficient shipping.
if agencies, such as GSA, would consult with MarAd and with .-
flag interests during the initial planning stages of transactions
involving preference cargoes, realistic and workable programs can
be developed that can accommodate the legitimate policy objectives
of such transactions as well as the promotion of the U. S. merchant
marine. So long as GSA and other agencies view U.S.-flag shipping
as an adversary, however, such programs are impossible. ---

Thank you. I will be happy to answer any questions that you
may have.

[The statement of Thomas M. Dyer follows:]
STATEMENT OF EQUITY CARRIERS, INC.

INTRODUCTION
My name is Thomas M. Dyer. I am an attorney with the law firm of Kurrus &

Dyer. I am appearing here today on behalf of our client, Equity Carriers, Inc.
(Equity Carrers), the chartered owner of the STAR OF TEXAS. The STAR OF

- TEXAS is one of the United States-flag ships offered for participation in the car-
riage of 1.6 million tons of Jamaican bauxite purchased by the General Services Ad-
ministration (GSA) for the Strategic Materials Stockpile program.

The STAR OF TEXAS is a medium-speed diesel, 36,000 DWT, dry-bulk carrier
built by Levingston Shipbuild. Company in its Orange, Texas shipyard and deliv-
ered in January of this year. It is the second in a three-ship series representing the
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first dry-bulk vessels built in a United States shipyard for operation in the foreign
trade in over 30 years. These ships are the most modern, technologically advanced,
fuel-efficient, dry-bulk vessels in the United States Merchant Marine. The STAR OF
TEXAS was built with the assistance of Construction Differential Subsidy (CDS) and
is the subject of an Operating Differential Subsidy (ODS) contract. Equity Carriers,
however, has made an election under the new section 614 of the Merchant Marine
Act, 1936, the so-called "Snyder Amendment," to suspend its ODS contract.

Since its delivery, the STAR OF TEXAS has actively pursued U.S. preference car-
goes. She has completed two voyages, both of which involved the carriage of grain to
Egypt, and Is presently en route to Israel with a cargo of soy beans. Not only has
the opportunity to carry U.S. preference cargoes provided by the Snyder Amend-
ment proven to be a very important trading alternative, but this program has also
given us the opportunity to produce substantial cost savings to the United States
government. As a consequence of engaging in the preference trades, we have repaid
a proportional amount-of the CDS, pursuant to the provisions of the Snyder Amend-
ment. Taking into consideration the CDS repayments, the suspension of our ODS
contract, and the lower freight rates that we can offer because our operating costs
are so much lower than those of the other ships in the cargo preference fleet, almost
all of which are over 35 years of age, we estimate that the government would save-
over $4.75 million a year as the result of continuous operation of the STAR OF
TEXAS in the preference trades.

Equity Carriers thanks the Committee for the opportunity to present testimony
today and wishes to express its appreciation for the interest shown by the -Chairman
in this matter. We fully support the efforts of the Committee to investigate the facts
and circumstances involved in the failure of U.S.-flag ships to share in the transpor-
tation of the bauxite purchased for the national stockpile program.

MTH IMPORTANCE OF THIS HEARING-

It should obviously be a matter of concern whenever such a large volume of cargo
clearly subject to the Cargo Preference Act ' (Public Law 664) is denied to U.S.-flag
ships. In addition, however, the manner in which GSA has avoided the require-
ments of Public Law 664 and the open antagonism that GSA officials have displayed
toward U.S.-flag shipping raise serious questions concerning not only that agencys
willingness to comply with the law in the future but the potential impact that this
experience will have on the future treatment of U.S.-flag shipping by other agencies
as well.

An examination of the transportation arrangements made for the 1.6 million tons
of Jamaican bauxite purchased by GSA in Feruary has become even more crucial
and timely in view of recent reports of the planned purchase of an additional one
million tons of bauxite from Jamaica for fiscal year 1983.' While it is too late to
reverse the actions of GSA with respect to the transportation of the bauxite pur-
chased this year, the shortfall in U.S.-flag participation resulting from these actions
could be remedied, in part, by shipping 100 percent of such 1983 bauxite tonpage on
U.S.-flag ships.

THE APPLICATION OF PUBUC LAW 664 TO THIS CARO

There is, of course, no question that bauxite purchased by GSA for the stockpile
program is subject to Public Law 664. This conclusion was communicated to Roy
Markon, Commissioner, Federal Property Resources Service, GSA, by Admiral
Shear, Maritime Administrator, in a letter dated January 6, 1982.

"We have reviewed FEMA's program and find that it is clearly encompassed by
Public Law. 664. We are aware that GSA is assisting FEMA in this program and
therefore GSA's activities which will affect the transportation of the bauxite must
be in accordance with the law and regulation."

Based on our involvement in this matter and on information that we have been
able to secure from GSA through two Freedom of Information Act requests, it is our
belief that GSA's activities were not "in accordance with the law and regulation."
Specifically, we are unaware of any facts that would support a finding that GSA
took all "necessary and practicable" steps to insure that at least one-half of the
bauxite would be transported on U.S.-flag ships. _

There is no valid reason why the Jamaican bauxite purchased for the stockpile
program should be treated differently than any other government impelled cargo

'Public Law 664, section 901(b), Merchant Marine Act, 1936, 46 U.8.C. 91241(b).
"U.. Plans To Purchase More Jamaican Bauxite," Journal of Commerce, May 3, 1982.
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subject to Public Law 664. The Jamaican bauxite transaction ostensibly serves two
purposes: (1) It augments our stockpile of this strategic material, and (2) it provides
economic assistance to Jamaica. As policy objectives, these are certainly worthwhile,
and we fully support them. In fact, throughout our involvment in the cargo prefer-
ence aspects of the bauxite transaction, we made it known that we would not at-
tempt to block or delay the purchase of the bauxite from the Jamaicans, despite our
belief that the transportation arrangements were not consistent with Public Law
664.3 While the value of the bauxite purchase in terms of the national stockpile pro-
gram and of our relations with the new government of.Jamica is obvious, the trans-
portation of the bauxite has nothing to do with these matters. We would dispute
any assertion that the failure to comply with the provisions of Public Law 664 was
n66essitated by overriding national security of foreign relations reasons.

THE ROLE OF REYNOLDS METALS 00. IN THE BAUXITE PURCHASE

In order to understand -the basis for the transportation arrangements made for
the bauxite, it is necessary to recognize the role of Reynolds Metals Company (Reyn-
olds) in the overall purchase transaction. Notwithstanding the supportable reasons
given for the purchase, the primary beneficiary of this project has been Reynolds,
and to a lesser extent, Kaiser Aluminum Company (Kaiser).4 Both of these compa-
nies are currently suffering through a period of severely depressed conditions within
the aluminum industry.

As the Committee is aware, the bauxite is being sold to GSA by the Bauxite and
Alumina Trading Company (BATCO) on behalf of the Jamaican government.
BATCO is procuring the bauxite from bauxite mining subsidiaries of Reynolds and
Kaiser in Jamaica. The bauxite is being stockpiled at the Reyonlds Sherwin plant in
Gregory, Texas, outside of Corpus Christi. Both the preparation of the stockpile site
and the handling and stockpiling of the bauxite are being undertaken by Reynolds
at government expense. 6 According to documents-provided by GSA, the amount to
be paid Reynolds for the handling of the bauxite 6 inclqde4 a built-in profit margin
of 16 percent (total profit of $753,504) in addition to two payments totalling $288,698
(this figure includes the 16 percent profit allowance) for what is described merely as
"Reynolds Supervision." ? GSA documents are not clear as to whether the reim-
bursement to Reynolds for the costs of preparing the site also includes a profit al-
lowance. The above figures are recited not to intimate that the costs are too high or
that Reynolds should not receive a profit for its services in transporting and han-
dling the bauxite. Rather, they are offered merely to refute any possible claim by
GSA or by Reynolds that Reynolds gratuitously offered its land to the government
for the stockpile.

One other benefit to Reynolds under this stockpile purchase, and perhaps the
major benefit, is that the entire 1.6 million tons will be carried by the fiag-of-con-
venience ships owned-by a subsidiary of Reynolds, Caribbean Steamship Company,
at a favorable rate. These ships, which were idle prior to this transaction, were spe-

3Letter of March 11, 1982, from Kurrus & Dyer to Lewis Paine, Acting Associate Administra-
tor for Marketing and Domestic Enterprise, Maritime Administration, pages 4-5 Letter of
March 11, 1982 from Equity Carriers to J. N. Habeishy, Inc., brokers for Reynolds Metals Co.,
page 2. [All materials cited herein, other than generally available items such as newspaper arti-
cle have beenor will be provided to the committee staff.

4See "Reagan's Jamaican Push Helps U.S. Industry," New York Times, Apr. 28, 1982.
Under the terms of "amendment No. 4" to the lease agreement between GSA and Reynolds

(No. GS-OOP-22846) for the strategic stockpile area of the Sherwin facility, GSA will py Reyn-
olds $196,700 as reimbursement for the costs of preparing the stockpile pad. Paragraph 1 of the
agreement between BATCO and Reynolds for the han and transportation of the bauxite
(letter of Feb. 25, 1982, from Reynolds Aluminum to BAT), provides that BATCO will pay
Reynolds $9.79 per LDT in o $pp5(S6.66) and handling ($3.13) costs. BATVO is receiving $9.74
per LDT from GSA for these same costs (shipping. $6.63, handling- $3.11), pursuant to article 6
of the Feb. 26, 1982 memorandum of agreement between BATVO and GSA. The documents re-
leased by GSA do not contain an explanation for the difference in the amounts payable b GSA
and by BATVO for these costs, although the Reynolds/BATCO arrangement was submit to
GSA for approval, which was presumably given. _ sok

_The costs of constructing and relocating certain service roads to provide access to the stok-
pile pad (total cost $637,638) were included in "handling and stockpiling' services for which
Reynolds is be' paid by BATVO.

Letter of Feb. 23, 1982 from Reynolds Aluminum/Caribbean Steamship Company, SA.. to
Paul Ballou, GSA.
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cifically designed to interface with the unique receiving equipment at the Reynolds
plant's dock.-This is certainly not an insignificant benefit.0

THE U.S.-FLAG SOLICITATION AMFIVTE5 UNDERTAKEN BY GSA

The first notice given by GSA to U.S.-flag interests that plans were being devel-
oped for the transportation of the bauxite soon to be purchased from the Jamaicans
was a "Request for Expressions of Interest" issued by GSA on Monday afternoon,
December 28, 1981. The request concerned the transport of 920,000 LWT of Jamai-
can bauxite to the Reynolds site in Gregory for a continuous period from February
1982through September 1982. Among the various vessel requirements were: (1Self
unloading system with enclosed dust free boom discharge capable of interfacing
with the specialized receiving equipment at the Reynolds facility without schedule
impact on the plant's continuous receiving operations, and-(2) minimum discharge
rate of 1,400 metric tons per hour. GSA also provided that responses to its request
for expressions of interest were due by 11:00 a.m. Wednesday, December 30th, less
than 48 hours after the solicitation was issued.

Since compatability with the Reynolds receiving equipment was set as a condition
of eligibiit y to participate in the bauxite movement, Equity Carriers requested per-
mission to inspect the Reynolds facility. This permission was denied by GSA. Never-
theless, despite the inability to secure adequate information with which to make a
purposeful response, the unreasonably short response period, and the vessel and
voyage requirements that could not possibly be met, Equity Carriers, along with
four other owners or operators of U.S.-flag ships, submitted a response. The EquityCarriers submission listed three alternative freight indications ed on the follow-
ing -(I) Discharge at the Reynolds facility under the ship's existing configuration
(the STAR OF TEXAS would be delivered from the shipyard one week later), (2) dis-
charge at a suitable berth on the Mississippi River (for other stockpile sites), and (3)
discharge at the public-bulk facity in pus Christi and trucking the bauxite to
the stockpile site at the Reynolds Sherwin plant....

On January 6, 1982, we received information that GSA was about to award the
transportation of the entire 1.6 million tons of bauxite to Reynolds. As a result of
the prompt efforts and intercession of Chairman Jones, Secretary of Transportation
Lewis and Admiral Shear, GSA was apparently prevailed upon to delay the arrange-
ments for transporting the bauxite until the cargo preference matters could be re-
solved. In the January 6th letter cited previously, Admiral Shear notified Mr.
Markon of the applicability of Public Law 664 to the proposed bauxite purchase and
of the legal requirement that MarAd participate in developing the transportation
arrangements. Admiral Shear also expressed the concern of MarAd that "GSA has
chosen to utilize the Gregory facility exclusively when we have been informed that
there are other sites which are available and are commercially used for the storage
of bauxite. These sites are compatible with U.S.-flag bulk carriers in their present
configuration."

On February 11 1982-we were informed by MarAd_ that Admiral Shear had met
withaT[cals 'of G§A the previous day in an attempt to resolve the cargo preference
issues. At that meeting, GSA had refused to retreat from its decision to stockpile
the entire 1.6 million tons of bauxite at the Reynolds facility and from its insistence
that the bauxite be discharged directly into the reeiglequipment at that facility.
GSA did, however, acknowledge that the bauxite w subject to Public Law 664.
consideration thereof, GSA agreed to include a "reasonable premium" in the rate
paid tony U.S.-flag ship determined to be available as reimbursement for the costs
of adapting such ship to permit it to interface with the Reynolds unique receiving
equipment. GSA also "agreed" to permit MarAd to review the solicitation to be
issued for the U.S.-flag carriage and the determination whether U.S.-flag ships re-
sponding to that solicitation would be considered "available" under Public Law 664.

On February 25, 1982 a solicitation for U.S.-flag ships to carry 920,000 LWT of the
Jamaican bauxite was issued by J. N. Habeishy, Inc., as brokers for Reynolds.
Under the terms of the GSAIBATCO/Reynolds agreements, Reynolds was given the
responsibility for the transportation of the bauxite, including offering 50 percent
thereof to U.S.-flag ships pursuant to Public Law 664.9

'Reynolds is reoei $6.66 per LDT (the shipping component of the $9.79 shipping/handling
rate) for the carriagelo the bauxite. Our informnation is that the world rate during Januay
February othsyafor such shipmenits was $4.00 to $4.50 per LDYT. This would indicate that
Reynolds received an aggregate hppinmg premium in the am of $4 million or more above the
world market rate.

The memorandum of agreement between GSA and BATCO provides for purchase on a C. &
F. basic. BATOO, in turn, subcontracts the shipping and handling of the bauxite to Reynolds
(see footnote 4, supra.)
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The terms of this solicitation were substantially identical to those contained in

the earlier GSA request for expressions of interest. There were, however, two new
factors that made meeting the requirements set therein even more difficult than for
the previous solicitation. First, the shipping period-was set to begin March 15, 1982.
Responses to the February 26th solicitation were due by March 11th to remain valid
for reply by March 15th. Even if a vessel could be so adapted at a reasonable cost,10
and if such an adaption could permit discharge at a minimum rate of 1,400 tons per
hour, 1 it certainly could not be done in the time frame established by the solicita-
tion.

Second, the solicitation required that offers be submitted on the basis of a "Pro-
forma" Reynolds Charter Party developed by Reynolds for this particular cargo
movement. No rational or prudent business person would ever agree to such a
charter party in an arms length transaction. Among the terms and conditions set in
it was the following.

"Owners guarantee and must satisfy Receivers that vessel's discharging gear and
equipment are in every way suitable to fit into Receivers' receiving equipment/
hopper as stated below, and that vessel must be compatible of interfacing with
Charterers/Receivers' plants continuous receiving operation, and that vessel s gear
is able to self-discharge cargo thereinto at a minimum rate of 1,400 metric tons per
hour, twenty-four (24) hours per day around the clock, Saturdays, Sundays and Holi-
days included, with all prudence and diligence avoiding all possible or potential
damage to said Receivers equipment irrespective of weather conditions and comply-
ing with all pollution and environmental regulations."

The shipowner would also be required to provide Reynolds with a $500,000 bond
to support this guarantee and to cover any damages "including but not limited to,
all consequential damages." (Clause 41).

Despite the obvious fact that no vessel, foreign or U.S.-flag, other than the Reyn-
olds bauxite carriers could meet the conditions set by the solicitation and by the
proposed "Proforma" agreement, Equity Carriers submitted a response to the solici-
tation. That response proposed several alternatives to the transportation arrange;-
ments required under the solicitation. The alternatives were necessarily prelimi-
nary and negotiable. Nevertheless, they were proposed in good faith and were
meant to make a U.S.-flag ship available at the lowest cost to the government and
in a manner consistent with the legitimate requirements and objectives of the na-
tional stockpile program.

Equity Carriers' proposals were rejected, and GSA determined that U.S.-flag ships
were not "available" under the terms of.Public Law 664.

THE INABILITY OF U.8.-FLAG SHIPS TO PARTICIPATE IN THE BAUXITE MOVEMENT WAS DUE
ENTIRELY TO THE RWSTICTMVE SPIC1FICATIONS SET BY GSA IN ITS SOLICITATIONS

In a letter to Mr. Markon dated March 24, 1982, Admiral Shear reviewed GSA's
determination of the nqn-availability of U.S.-flag vessels and made the following
points:

"Consequently, it must be noted that a U.S.-flag vessel or vessels are available for
the transport of the bauxite from Jamaica, if other conventional ports of discharge
were utilized.

' The GSA requirement that the bauxite be totally discharged at Gregory, creates
a restriction solely due to the unique discharging facility at Gregory only able to
accept specially fitted vessels, which fitting requirement cannot be accomplished
within the time frame required. We understand that it would take upwards to a
year's time to roduce and install compatible equipment, whereas U.S.-flag vessel
operators have ad less than one month's firm notice of this requirement.

'Thus, the selection of the storage site by GSA has effectively precluded the par-
ticipation of U.S.-flag vessels in the carriage of this cargo. In this respect, we consid- -
er this an unfortunate selection, which we trust will not be repeated in the future."

We certainly agree with Admiral Shear that U.S.-flag ships could not possibly sat-
isfy the requirements set by GSA.

' Our investigation into the posibility of adapting the STAR OF TEXAS revealed that even
if such an adaption were technologicaly feasible, the cost would be at least $1 million.

, I There is no way that an existing vessel can achieve such a rate by the addition of discharge
equipment. The Reynolds ships are the only ships that could possibly discharge at that rate.
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QUESTONS CONCVUNING THR REASONABLENESS AND NECESSITY OF THE RESTRICTIVE
SPECIFICATIONS 8rI BY GSA

It is a fundamental principle of government contracts law that bid solicitations
may not contain unreasonable or unduly restrictive specifications having the effect,
either intentional or not, of eliminating or reducing competition. In addition, P.L.
664 requires that all government agencies take such steps as may be necessary and
practicable to assure that at least 50 percent of government impelled cargoes are
carried on U.S.-flag vessels. In view of these principles, we have questioned through-
out our involvement in this matter the basis for, among other things,- the specifica-
tions requiring that (1) the Reynolds Sherwin plant be the sole stockpile site and (2)
ships transporting the bauxite discharge directly into the Reynolds specialized re-
9eiving equipment at a minimum rate of 1,400 tons per hour. We were never given
any explanation for such specifications. The results of our own investigation, howev-
er, which are discussed in part below, uncovered no evidence that these specifica-
tions *bre based on any factors or considerations dictated by legitimate policy objec-
tives of the national stockpile program or of our relations with the Jamaican gov-
ernment.
1. Other suitable stockpile sites exist -

The economic consulting firm of Temple, Barker & Sloan, Inc. has prepared a
report, which we are submitting to the Committee with this testimony, on bauxitereceiving and storage facilities in the United States. As that report indicates, si of
the seven bauxite processing plants in the continental United Staes that utilize im-
ported bauxite are located close to deepwater discharge terminals. Of the seven
plants, four of the terminals used by the plants regularly handle Jamaican bauxite
and others have handled Jamaican-fauxite on an infrequent basis either for the
stockpile program or for commercial purposes. Further, of the seven facilities utiliz-
ing imported bauxite, only the Reynolds Sherwin plant has receiving equipment re-
quiring self-unloading, specialized bauxite ships. The others successfmiy utilize
standard, crane-mounted grab bucket discharge systems and can accommodate U.S.-flag ships.

National bauxite stockpile capacity is available at several locations including
the Kaiser plant at Gramercy, Louisiana, the Ormet Corporation plant at Burnside,
Louisiana and the Federal stockpile areas near Mobile, Alabama. All of these loca-
tions meet the condition imposed by GSA 2 "that the stockpile sites must be "in rea-
sonable proximity" to bauxite processing plants."3
2. GSA never seriously investigated stockpiling the bauxite at any site other than the

Reynolds Gregory facility. *
The documents provided to us by GSA, which are described by GSA as consisting

of copies of all correspondence between GSA and private interests concerning the
acquisition and stockpiling of the 1.6 million tons of Jamican bauxite, are devoid of
any evidence that GSA seriously invest'ated the possibility of stockpiling the baux-
ite at any site other than the Reynolds Sherwin plant. The documents include a
letter from Kaiser to GSA dated November 4, 1981 enclosing data concerning the
existing national stockpile at the Kaiser Gramercy facility. it is not possible to as-
certain from the letter whether the data was being supplied in connection with a
review of possible sites for the proposed Jamaican bauxite purchase. In any event,
there is no evidence of any subsequent correspondence between SA and Kaiser
concerning the facility. GSA did, however, released to us a copy of a letter dated
January 6, 1982 from Kaiser to the Bureau of Mines in which Kaiser indicated that
the Gramercy stockpile site has an estimated additional capacity of five to six mil-
lion tons.

In a document dated February 24, 1982 setting forth "Findinps and Determina-
tions" and signed by Roy Markon, it is stated that GSA had considered the possibil-
ity of splitting the storage of the bauxite between the Reynolds facility in Gregory
and the Kasier facility in Gramercy. GSA had determined that bauxite could bie
stored on to p of the existing pile at the Gramercy site. Nevertheless, GSA decided
not to split the storage between the two plants because, according to the document,
it would "result in an unjustified and expensive duplication of material handling
costs." Tiohis "expnie duplication" was estimated to involve nearly $3 million in
additional costs.= Iviw of this assrtion, in a March 24, 1982 letter to Mr. Markon,
we requested copies of all materials containing information or data used by GSA in

See "Tinding. and Determinations" by GSA (Roy Markon), February 24. 1982.
13The Federal- stockpiles in the Mobile area are near the Mobile plant of4 Aluminum Compa-

ny of America (Alcoa).
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developing this estimate of $3 million in net additional costs. Curiously, however,
Mr. Markon responded in a letter dated April 12, 1982 that no such materials exist.

In addition to the fact that GSA was not able to identify for us any data or infor-"
mation supporting the determination that splitting the storage between the Gregory
and Gramercy sites would be prohibitively expensive, that determination seems, on
its face, to be of questionable validity. The only fixed costs involved in handling the
bauxite, i.e., those costs that would be duplicated, are the costs of preparing the
stockpile pad, including the costruction of service roads, as well as certain costs for
weighing equipment and other incidental items. Since the new bauxite at the Gra-
mercy site would have been added on top of the existing pile, however, such pad
preparation and other fixed handling costs would have been minimal for that site.
The other handling costs, primarily the costs of trucking the bauxite to the stock-
pile, should be roughly equivalent- whether the bauxite is stored at Gregory or at
Gramercy. Consequently it does not appear that added handling costs should be of
such a magnitude to rule out Gramercy as a stockpile site, and it is difficult to un-
derstand how they could amount to $3 million.
. Discharge into the specialized receiving equipment at the Reynolds facility is not

required for stockpile purposes
The receiving equipment is particularly unsuited for the unloadinl~of bauxite des-

tined for the stockpile. The design of the enclosed hopper/conveyor system at the
Reynolds plant is not due to environmental restrictions, although the system does
provide one method of controlling the fugitive dust emissions incidental to handling
Jamaican bauxite. Nor is its function merely to move bauxite from the dock to the
plant. Rather, the system is an integrated part of the bauxite/alumina refining
process employed at the plant. That process requires dry bauxite 14 and the receiv-
ing equipment developed by Reynolds is not only designed to accommodate dry
bauxite but actually dries the bauxite as it is moved through the conveyor system.
The bauxite purchased by GSA, however, is intended to be stockpiled and not imme-
diately processed. As a result, under the present handling arrangements, the baux-
ite is removed from the receiving system at some point and is then placed on trucks
for the approximately two mile trip to the stkpile site. Water is added to the
bauxite when it is loaded into the trucks in order to control the dust problems. This
exercise of requiring dry bauxite, drying it further, and then subsequently moisten-
ing it seems rather ludicrous and would appear to involve unnecessary costs.
4. GSA has offered no credible explanation for its refusal to allow bauxite to be dis-

charged at the public bulk terminal in Corpus Christi
Since the particular receiving equipment at the Reynolds plant imposes restric-

tions as to the quality of the bauxite that are unrelated to stockpile matters, we
have questioned the steadfast refusal of GSA to consider proposals made by Equity
Carriers, as well as by other U.S.-flag operators, to discharge bauxite at the public
bulk materials dock in Corpus Christi and then truck it to the stockpile site at Greg-
or. It is our understanding that the reason given by GSA for summarily rejecting
this option was that the Port of Corpus Christi would not permit it due to environ-
mental restrictions applicable to the dust emissions incident to the unloading and
trucking of the material. We have been able to find no facts that would support this
assertion. What information we do have leads to a contrary conclusion. Port officials
at Corpus Christi advised us that not only did they not see a problem with unload-
ing the bauxite at the public facility, but they would be anxious to get this business
for that facility. Moreover, Jamacian bauxite transported to bauxite refinery plants

14According to GSA documents, the specialized ship unloading and shoreuide receiving system
developed by Reynolds requires dry, dusty bauxite. As a result a free moisture limitation is in-
cluded as part of the contractual procurement arrangements. This moisture limitation is unre-
lated to stockpile considerations. According to a Jan. 29, 1982 letter from Paul Krueger, Federal
Emergency Management Agency (FEMA) to Roy Markon:

"It was determined that the free moisture content limitation is required for shipping and han-
dling purposes and does not affect the material useability in an emergency. I understand that
GSA wIll cover considerations of free moisture content as part of their contractual arrange-
ments for procurement."

This letter was in response to a Jan. 21, 1982 letter to FEMA from Mr. Markon on which Mr.
Markon stated that the limit on free moisture content is "for the purpose of allowing the
mechanized ship unloading and is unrelated to the specification for bauxite.

Our information, however, is that the 17 percent free moisture limitation contained in the
BATCO/Reynolds agreement does not result in particularly dry bauxite. In fact, bauxite with a
17 percent fees moisture content has the consistency of mud. Since we cannot explain this dis-
crepancy, we will adopt GSA's characterization of the bauxite as dry and dusty when it leaves
Jamaica.
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other than the Reynolds Sherwin plant is unloaded with conventional grab bucket
or clam shell-type equipment. Finally, and most importantly, carriage of bauxite in
trucks is already a feature of the present bauxite handling at the Gregory site.
Reynolds is obviously able to truck bauxite notwithstanding the serious environmen-

- tal problems that GSA and Reynolds assert are associated with Jamacian bauxite.

CONCLUSIONS CONCERNING GSA'S COMPLIANCE WITH PUBLIC LAW 664

Perhaps, as a result of this hearing, GSA will provide information demonstrating
that the particular terms and conditions established for-the transportation of the
bauxite that have had the effect of precluding U.S.-flag vessels from participating in
this cargo movement are due to overriding considerations fundamental to the policy
objectives of the national stockpile program. We have continually requested such in-
formation in order that we could develop proposals accommodating such consider-
ations. GSA has never attempted to provide such information.

Nevertheless, it remains clear that it was the designation of the Gregory stockpile
site and, more specifi6Wily, the specialized receiving system at the Reynolds plant
that effectively precluded the use of U.S-flag ships. This fact, plus GSA's unwilling-
ness or inability to adequately justify this selection, the negative attitude expressed
by GSA toward U.S.-flag shipping interests, and evidence that other stockpile sites
or other terminal facilities near the Gregory stockpile site were available but were
not seriously considered even after suggestions by us, can only lead to a conclusion
that GSA never intended to give U.S.-flag ships a genuine opportunity to participate
in the carriage of this bauxite.

This conclusion would appear to be supported by GSA's aborted attempt to ar-
range an indirect purchase scheme designed solely to avoid the requirements of
Public Law 664. In a letter dated January -20, 1982 from Reynolds to GSA, Reynolds
proposed an arrangement under which "Reynolds will sell its own material in the
United States to the Jamaican Government for resale to GSA and Reynolds will
commit to p urchase replacement bauxite from Jamaican sources." It was stated in
the letter tha the proposal was being made at the request of GSA and the Govern-
ment of Jamaica and that the request "grows out of your belief that commencement
of the direct purchase ... wil be delayed pending resolution of the qestion
whether any of the bauxite must be moved from Jamaica on United States-flag ves-
sels." The letter also contains a most telling admission by Reynolds of its primary
concern throughout this matter. "Our proposal assumes that GSA will act vig-
orously to resolve the shipping question and that Reynolds will not be hampered in
* shipping its replacement bauxite aboard its controlled foreign-flag vessels."

STEPS TO REMEDY THE SHORTFALL IN U.S.-FLAO PARTICIPATION IN THE BAUXITE
PURCHASE

We would certainly agree with GSA that the employment of U.S.-flag ships should
not dictate, by itself, the location of a stockpile site. We do contend, however, that
the Public Law 664 requirement that all agencies take all practicable steps to insure
U.S.-flag participation in the transportation of government impelled cargoes should
be a factor taken into consideration when selecting a stockpile site, particularly
when several suitable sites exist. Barring a conflict with overriding national secu-
rity consideration, the site selected must be one permitting compliance with the pro-
visions of Public Law 664.

Despite our fears concerning the attitude of GSA with respect to the cargo prefer-
ence laws and U.S.-fla# shipping, we are encouraged by indications that GSA is ap-
parently willing to ship future cargoes on U.S.-flag ships to the maximum extent
possible in order to compensate for the lack of U.S.-flag participation in the present
purchase of the 1.6 million tons of Jamaican bauxite. In the March 24th letter to

r. Markon, Admiral Shear confirmed an assurance given by Mr. Markon that
"GSA will include MarAd in their future planning process, so that MarAd will be
aware of acquisitions which are being planned long in advance of any purchase com-
mitment." Admiral Shear then concluded that "such an approach would not only
assist in insuring that the U.S.-flag requirement is met in the future, but would fa-
cilitate the make up on the shordfall in this current bauxite purchase." We hope
that, as a result of this hearing, the apparent commitment by GSA to "make up"
the shortfall in U.S.-flag carriage of this preference cargo will be clarified and fur-
ther developed.The proposed purchase of 1 million tons of Jamaican bauxite for fiscal year 198
presents a timely opportunity for making up 500,000 tons of the 800,000 LDTr short-
fall by shipping 100 percent of such bauxite on US.-flag ships. We can conceive of
no impediment to such a step. The Gregory site is the only stockpile site that cannot



564

be serviced by U.S.-flag ships, and it seems unlikely that any additional bauxite will
be stockpiled at that site. Not only has Admiral Shear notified GSA of MarAd's con-
cern that the selection of Gregory will not be repeated in the future, but, accord'
to documents provided in GSA, the present 1.6 milion ton purchase has exha
that site's stockpile capacity. It therefore appears that any additional bauxite pur-
chased for the stockpile program would be taken to one of the other stockpile sites,
any of which can accommodate existing U.S.-flag bulk carriers. We look forward to
participating in the procurement of U.S.-flag ships to transport such bauxite.

On behalf of Equity Carriers, I thank the Committee for this opportunity to tes-
tify, and I would be happy to answer any questions that the Committee may have.

The CHAIRMAN. Thank you, Mr. Dyer.
Do you sort of get the feeling maybe that Reynolds got preferen-

tial treatment here?
Mr. DYER. Well, Mr. Chairman, we have definitely had that feel-

ing throughout all of our dealings with everyone involved in thisproog'ct.Te CHAIRMAN. Did a representative of Equity seek to meet with

GSA officials to discuss U.S.-flag transportation.
Mr. DYER. Yes; we did.
The CHAIRMAN. What was the reaction?
Mr. DYER. Our first request was when the initial request for pro-

posals came out. We were quite startled to hear of the peculiar re-
quirements for discharge. We asked for permission to visit the site
in Texas so we could learn a little bit more about it, because it had
been our experience this is not a conventional way for offloading
bauxite. At that time we were refused permission to visit the site.
Later my associate, Mr. Kirchner, requested permission to meet
with GSA and offered to meet with them at that time to discuss
the possible participation by U.S.-flag interest, and once again we
were told that a meeting was not necessa-y.

The CHAIRMAN. There was intervention with GSA, the environ-
ment, inadequate port facilities, none of which added up to me..
Hopefully the next round, if Seaga is correct, the American Mer-
chant Marine will fare a little better as a result of these hearings.

Our next witness is Mr. Alan Jones, president of the Antares
Chartering & Shipping Corp.

STATEMENT OF ALAN JONES, PRESIDENT, ANTARES
CHARTERING & SHIPPING CORP., NEW YORK, N.Y.

Mr. ALAN JONES. On behalf of my client, New York Navigation,
who had full intention of taking the ship Austral Moon into the
time charter, and who has 25 years of experience with transporta-
tion of bulk commodities, I had put forward a bid when the GSA
came out with their expression of interest, and also responded to
their tender in February.

I will read my prepared statement now.
Antares Chartering thanks the committee for the opportunity to

present testimony today. W4 fully support the efforts of the com-
mittee to investigate the facts and ctrcumstAnces involved in the
failure of U.S.-flag ships to participate in the transportation of the
1.6 million tons of Jamaican bauxite purchased by GSA for the na-
tional stockpile program

Our statement clearly shows that legitimate questions Were put
up to MarAd. However, there was not even the courtesy of an ac-
khowledgment of receipt received.
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Tendering of the cargo with the prerequisite specifying a dis-
charging system to be utilized which, through our investigation,
only one company, Reynolds, employs this design in their own
equipment at Gregory, Tex. It only reinforced our belief that the
GSA had no intention to consider any other ships to participate
except the Reynolds ships in the carriage.

The sale was concluded on a cost and freight basis, meaning it is
the seller's obligations to transport the bauxite to the buyer's cus-
tody, in this case, Gregory, Tex., at no additional cost to the buyer.
Boh the terms of sale and Reynolds, not GSA, issuances of the
freight tender, it is our opinion there has been a serious violation of
the cargo preference law.Three American carriers-States Steamship, PFEL, and Sea-
trean-so far have gone out of business. Three more presently-
Farrell, Prudential, American Atlantic-are receiving funds from
MarAd to meet mortgage and interest payments. Delta lines is up
for sale. If there was ever a time when American flag lines needed
support from U.S. Government generated cargoes, the time is now.

Thank you. I will take any questions.
[The statement of Alan Jones follows:]

STATEMENT 0 ALAN B. JONES, PRESIDENT, ANTARES CHARTERING & SHIPPING CORP.

Antares Chartering-& Shipping, Inc., New York, Alan B. Jones, acting as brokers,
for New York Navation Corp., New York, did, on December 30, 1981, respond to
G.S.A.'s request of ec. 28th for expression of American Flag interest to lift 920,000
long tons of Jamaican Bauxite, offering the vessel Austral Moon.

-Meeting with MARAD Feb. 11, 1982, our representative was informed that the
sale was to be concluded on a "cost & freight basis" with Jamaica about Feb. 17-20
with the provision that only the Reynolds Gregory, Texas, facility would be consid-
ered for dlicharging and stockpiling of the bauxite. This facility, owned and operate
ed by Reynolds, set standards concerning discharge that existing U.S. Flag tonnages
could not meet, and the outfitting of a U.S. Flag vessel, if time permitted, would be
cost prohibitive.

On Feb. 22, a meeting was arranged with the North Carolina State Ports Authori-
- ty and MARAD/GSA to explore the use of their Moorehead City facility to accept

the discharge of the bauxite by clamshell discharge and the availability of areas to
stockpile it Both MARAD and GSA refused to discuss a possible change of dis-charge port

Afir offer of the vessel Austral Moon was tendered on March 11, 1982, offering

discharge at Gramercy, La., or any other suitable U.S. Gulf Port, in response to
ynoldtender of Feb. 25. The offer was held firm through the close of business on

March 15. Finally, on April 2, 1982, we were informed:
"We have been informed that GSA has concluded their coordination with the-

Maritime AdministratioD concerning the offers submitted by U.S.A. flag vessels and
determined that U.S.A. flag ships are not available for the bauxite shipment in ac-
cordance with the tender as published."--. N. Habeishy, Inc., as brokers.

Our reply of April 5, 1982:
"Re GSA Jamaican bauxite"Referejuce to your telex April 2 informing U.S. flag ships are not available n

accordanos with the tender, we strongly protest that the tender was published not
in accordance with the caro preference law."
-We ask to go on record here as requesting a formal reply to the following two
telexes we sent to Adm. Harold E. Shear, MARAD, for which no response has been
received to date.

Telex dated March 23, 1982, subject: 1.6 M tons bii-ixite, Jamaica/Gregory TX.
"With the 60 pct Amer flag preference established, several points we would like to

have addressed.
"1. Reason for the hopper at Gregory, TX. inability to accept clamshell discharge

as this is a standard practice at Gramercy, LA. and acceptable operation at Moore-
head City, N.C.-as discused in your meeting with Win. Greene.
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"2. The purchase of the bauxite was concluded with Reynolds on a "cost and
freight" sale which in effect turned the routing of the cargo over to the seller, pre-
senting a clear detriment to the enforcement of the cargo preference law.

"3. Our tender of the Austral Moon for this business, currently in idle status with
MARAD presently advancing considerable funds for this vessel to meet mortgage
and interest payments; utilization of the Austral Moon for this movement would
afford the owners to meet their obligations.

"4. The choice of a private facility over a public port authority facility especially
at a time oceanborne commerce in all U.S. ports has declined raises the question if
this transaction was made with any consideration for the U.S. public good.

"5. If waiving the U.S. portion is to come, it would seem, even though one agency
would be saving, other sectors of the Government would be realizing considerable
expenditures such as the point 3 above. Also loss of a tax base from ocean freight
and employment incomes,

"Your kind attention is appreciated."
m-= se-da darch 29, 1982, subject: GSA's Jamaican bauxite purchase.

"It may be in order to point out using the Gregory, Tex. facility to stockpile the
current purchase of bauxite which will be added to the existing stockpiles already
on the facility would seem to be "putting all your eggs in one basket." This seems

- not to be a sound military practice. Also placing the dependence on one commercial
company for the keeping and refining of the product would leave open to question
our competitive bidding system. It would seem neither good business procedures or
commonsense has been practiced in the conclusion of this purchase."

To sum up, the GSA's choice of Reynolds' Gregory, Texas, facility as the discharge
and stockpiling area was either done by design or with no regard for existing
American Flag vessels that could be conipatible with the Reynolds unloading equip-
ment. Specifying this facility has effectively eliminated any American flag participa-
tion in this movement without costly alterations to existing vessels.
..he American Flag vessel Austral Moon built 1973. In idle status since January
in San Francisco, was available and able to lift 37,000-tons of bauxite per voyage.
With shore cranes and clamshell buckets at discharge port, such as the Kaiser facili-
ty at Gramercy, Louisiana, and the Moorehead City facility where bauxite has been
handled, this vessel would have had the opportunity to bid on the transportation
employing the vessel for 7 to 8 mbnths and offering much needed jobs for American
seamen.

If American Flag vessels are not to be allowed to particiapte in U.S. Government
finance/generated cargoes, it could well be the final nail in the coffin of the Ameri-
can Merchanht Marine. ..

The CHAIRMAN. Did representatives of your organization seek to
meet with GSA officials to discuss U.S.-flag transportation?

Mr. ALAN JONES. I tried to call them-on several occasions-Mr.
Roy Markon. I did speak with one gentleman-I don't have his
name in front of me. I can *et it. All he did was expound upon how
much money GSA was saving the U.S. taxpayer on the purchase.
That is about as far as I was abl6to get with GSA.-

The CHAIRMAN. Does counsel have any questions?
Mt:7-G.-Thank you, Mr. Chairman. First of all, to your knowl-

edge, have any of the carriers that you gentlemen represent, New
York navigation or equity carriers, ever transported bauxite in par-
ticular? I know they are bulk carriers.

Mr. ALAN JONES. I can answer on behalf of New York naviga-
tion. They have dealt for over 25 years mainly in project cargoes.
They are charterers of vessels, tnostly foreign-flag vessels. I would
assume somewhere along the Way they did carry bauxite at one
time or another.

Mr.'. Dvs, With Equity Carriers, the Star of Texas is a new
vessel, She was only delivered in January and has been inked in
the carriage of food cages up to this point.

The CHAIRMAN. One last quick question for Equity Carriers. Mr.
----Dyer, in your statement you said that the specialized receiving

equipment at the Reynolds facility was not well suited for stockpile
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purposes. Would you elaborate on that a little bit? Why is it-not
well suited for stockpile purposes, and what are the problems?

Mr. DYER. We had several experts investigate the matter down
in Gregory. We have been told that this peculiar discharge facility
is there primarily because it interfaces with the Reynolds process-
ing facility, that it enables them to almost immediately go into the
processing of bauxite. It is not there to offload ships for stockpile
purposes. So what is actually happening in this case is they are
taking it through this discharge unit. They are taking it out of it.
They are wetting it-down as we have been told to then move it be-
tween a mile and two miles over to their storage site. Environmen-
tally, we looked-into it. We were told it was an environmental
problem. Sure, this facility does help reduce the amount of fugitive
dust. But it wasn't setup primarily for that reason as far as we
can tell.

We talked to the Texas Air Control Board, we-have looked into
Federal regulations, we searched everywhere to find some environ-
mental reason why that facility had to be used. And we could find
no regulation or requirement necessitating the use of that facility.

Mr. SEIFERT. The discharge requirements which were contained
in the solicitation, were they such that anyone in the world could
have responded to it succ6sfully outside of the Caribbean trade?

Mr. DYER. To our knowledge, noit would be impossible. I person-
ally was on the phone with equipment handling manufacturers in
Scadinavia, and we looked into every possible type of equipment
to put into a vessel to discharge bauxite. Bauxite is not like alumi-
na. Alumina can be discharged with a pneumatic system, a variety
of systems. Bauxite, because it is wet, and the type of cargo that it
is, it is traditionally discharged with grabs. They just reach down
into the holds and put it out, worldwide. When we called around
and asked people to quote us equipment to discharge bauxite, auto-
matic handling equipment, they would not quote it or said, we will
quote you some equipment that we use for alumina and other types
of materials, but we will not guarantee that it will discharge baux-
ite. We are aware of no other vessels in the world that are capable
of interfacing with that equipment.

Mr. SmImrT. If the specifics were loosened a bit, are there any
vessels that could have gone into Gregory, so far as discharge-if
you relaxed just discharge rate, and if you discharged by the
method used by the Reynolds vessels?
--Mr. Dyn. Well, we could have discharged at Corpus for sure.

Mr. Sm T. I am talking about in Gregory.
Mr. Dym. If you pull up to the pier-I am not familiar with the

actual pier arrangement. I don't know if we could have pulled in
and just discharged onto barges. But to come up with grabs, all you
need is a barge to tie up between you and the pier and you tie up
outbod of the barge and the grabs will put the cargo right out.
But I haven't bQen down there myself. I would not want to repre-
sent, there is enough pier space to do that.

Mr. Sz T. A you generally familiar with GSA prourement
contract. types other than the one you have seen in this particular
transaction? sir.Mr. DmE. No, sir.

97-M2 0-82-87
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Mr. SEIFERT. Then you could not answer whether this is an un-
usual form of request for bid?

Mr. DYER. No, sir, I could not comment on that.
Mr. SEIFERT. Thank you.
The CHAIRMAN. Thank you, gentlemen, very much.
Next, Mr. Frank Drozak, Maritime Trades Department, AFL-CIO.

STATEMENT OF FRANK DROZAK, PRESIDENT, MARITIME TRADES
DEPARTMENT, SEAFARERS INTERNATIONAL UNION, AFL-CIO,
WASHINGTON, D.C.
Mr. DRozAK. Thank you, Mr. Chairman. I appreciate again the

opportunity to appear before your committee. It seems it is an ev-
eryday occasion as things continue to go from bad to worse.

The CHAIRMAN. Glad to have you.
Mr. DROZAK. Mr. Chairman, + have a statement I want to read

and I would like permission after the statement to make a couple
of comments.

The CHIRMAN. Without objection, so ordered.
Mr. DROZAK. Thank you.
We are especially concerned that U.S.-flag service is not being

used to transport this Government-impelled cargo.
It has been reported that this committee is interested in fimding

the answers to three questions. First, was this purchase necessary?
Second, why weren't competitive practices followed? And, third,
why were American ships excluded from the movement of this
cargo?

It's difficult to answer the first question without asking a much
larger one. Does the Reagan administration really have a compre-
hensive defense and foreign policy? Or is its policy-as some critics
have suggested-to reward its friends and punish its enemies, ig-
noring the rest of us in the meanwhile? Certainly, this bauxite deal
looks very much like a rewarding of friends.

My organization has been pointing out the strategic mineral
problem for a long time. More thin 4billon tons of raw materials
are needed each year to sustain the U.S. economy. The Defense De-
partment keeps a list of 71 materials which.are vital to our nation-
al security. Sixty-eight of the materials on that list are imported,
in whole or in part. Often they come from the world's most unsta-
ble areas. If-for any reason-these materials should fail to get
from the source to the United States, we would be in very serious
trouble.

There is a very real resource war going on in the world. The
United States and its allies are very vulnerable in this crucial
area., By otrast, the Congressional Research Service has estimat-
ed that tho'Soviets have more nonfuel minerals than-any other
country. Of the critical minerals and metals, they import only
seven.

Is bauxite one of those vital materials? Yes it is. Of course, there
are a number of materials that are more critical. Nevertheless,
bauxite is the major orin aluminum. And aluminum is important
in virtually all segments of the American economy. According to
the U.S. Bureau of Mines, the United States imported 91 percent of



569

its bauxite in 1977. The Common Market countries imported 97
percent. And Japan imported 100 percent. Clearly, a vital depend-
ence exists.

Was the purchase necessary? The answer depends on how you
define the world "necessary." We don't have any quarrel with the
administration's decision to add to the stockpile for the first time
in 20 years. This action might be long overdue. Nor do we have any
quarrel with the administration's desire to support a friendly gov-
ernment in a troubled country. But, is this action an isolated one?
The May 3 Journal of Commerce announced a second purchase, to
take place this fall. Do we plan to start adding other materials to
the stockpile? If so, is there a long-term plan? We would like toknow if there is such a plan. It would enable U.S.-flag operators to
purchase the ships necessary to carry these vital cargoes.

[The statement of Frank Drozak follows:]
STATEMENT OF FRANK DROZAK, PRESIDENT, SEAFARERS INTERNATIONAL UNION OF

NORTH AMERICA

Mr. Chairman and members of the committee, my name is Frank Drozak. I am
President of the Seafarers International Union. I am also President of the AFL-CIO
Maritime'Trades Department, representing eight and a half million workers in
forty-four allied trades. We appreciate this opportunity to share our views on the
recent purchase of Jamaican bauxite for the U.S. stockpile. We are especially con-
cerned that U.S.-flag servi& is not being used to transport this government-impelled
cargo.

It has been reported that this Committee is interested i finding the answers tothree questions. (1) Was this purchase necessary? (2) Why weren't competitive prc-
tices followed? And, (3) Why were American ships excluded from the movement of
this cargo?'

It's difficult to answer the first question without asking a much larger one. Does
the Reagan Administration really have a comprehensive defense and foreign policy?
Or is its policy-as some critics have suggested-to reward its friends and punish its
enemies, ignoring the rest of us in the meanwhile? Certainlythis bauxite deal looks
ver uch like a rewarding of friends.

organization has been pointing out the strategic mineral problem for a long
time. More than four billion tons of raw materials are needed each year to sustain
the U.S., economy. The Defense Depariment keeps a list of seventy-one materials
which are vital to o0 national security. Sixty-eight of the materials on that list are
imported, in whole or in part. Often ,they come from the world's most unstable
areas. If-for any reason-these materials should fail to get from the source to the
United States, we would be in very serious trouble..

There is a very real resource war going on in the world. The U.S. and its allies
are very vulnerable in this crucial area. By contrast, the Congressional Research
Service has estimated that the Soviets have more non-fuel minerals than any other
country. Ofthe critical mitierals and metals, they import only seven.

Is bauxite one of those vital materials? Yes'It Is. Of course there are a number of
materials that are more critical Nevertheless, bauxite is the major ore in alumi-
num. And aluminum is Important In virtually all segments of the American econo-
my. I to the U.S. Bureau of Mines, tle U.S. imported ninety-one percent of
its bauxite In-1977. The'Common Market countries imported ninety-seven percent.
And Japan Imported one hundred percent. Clearly, a vital dependence exists.-

-. Was the purchase necessary? The answer depends on how you define the word
~"~nq~essay W don't have any quarrel with.the Administration's decision to 'dd to
the stock ile for the first time in twenty years. This action might be long overdue.
Nor do we have any quarrel with the Administration's desdi. to support a friendly
government ' a troubled country. But, is this action an isolated one? The May

ti tIrd Journal of Commerce announced a second purchase, to take place this fall. Do
we plan to start adding other materials t9 the stock He? If so, is tbere a long-term: ",pan? We would like to know if there is such a plan. It would enable U.S.-flag opera-
, re to purchase the ships necessary to carry thies"tal cargoes.

Mr. Daoz ' If this w oa b. isolated purchase, then the administra-
'-tion is clearly usingnatitonal security to justify rewarding friends. If
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it was not part of a larger plan, then we, too, question whether it was
necessary.

We are told that it was part of a larger plan for the area, the so-
called Caribbean Basin Initiative. Rules are being bent to make Ja-
maica the showplace for the administration's ideas concerning
what they call the magic of the marketplace.

Mr. Chairman, we are frankly amazed that this defense-minded
administration could work out its promotional program for Jamai-
ca before it could get to step one of its U.S. maritime promotional
program. Somebody's ot the cart before the; horse. While they
uid up Jamaica, the 'magic of the marketplace" is killing us here

at home.
Under this administration, the U.S.-flag mechant fleet has de-

clined to an all-time low. Our very small dry bulk fleet continues to
shrink.

And one of the key reasons for this is the bending of the rules by
Government agencies. With fewer than 20 dry bulk ships in the
U.S.-flag fleet, it can be fairly simple for an agency to get around
the cargo preference laws. Anyone looking at the way the General
Services Administration went about this business can see that they
had no intention of using U.S.-flag service. The details of their
original request favored a single-company and a single site. The
time given to respond to their request was absurdly short.

The Maritime Administration was brought into the matter too
late to be helpful. On December 22, 1981, GSA and Marad staff met
to discuss GSA's intention to use a single site in Gregory, Tex., to
store the bauxite, In a followup letter, the Maritime Administrator
questioned this decision. He pointed out that other sites were avail-
able that are compatible with U.S.-flag bulk ships.

Less than a week after the December 22 meeting, GSA put out
the formal request for U.S.-flag ships that is required by law. It al-
lowed less than two days for operators to respond.

Under pressure from the Maritime Administration, a second re-
quest for siips went out. However, since the Gregory, Tex., site had
been chosen, and since that site requires a self-unloading vessel, no
U.S.-flag ships were available for the work. The narrow selection of
a single site thus led to our exclusion from this business. We agree
with Admiral Shear in his March 26-letter to GSA that it was not
necessary to limit the stockpiling of this bauxite to a singleilt&

After the deal was already completed, GSA admitted that it did
not consult with Marad in the advance planning stages. It has
agreed that in the future it wil do so. In other words, now that the
horse is out of the-barn, they're willing to help shut the doors.

Mr. Chairman,' this is outrageous. Year after year we have
watched as Government agencies skip out from under the cargo
pMference laws. Time after time, they get away with nothing tnore
serious than a slap on the wrist.

As you well know, these are troubled-times for the U.S. maritime
industry. This Wiespecially true of our dry bulk fleet for which
things continue to go from based to worse. The administration's
promotional plan is nowhere in sight. Congressman Gene Snyder
has offered one of the most positive plans we ve seen in 'yiars in his
dry bulk amendment to H.R. 4627. But the administration recently
went on record as'opposing this prosal .'



571

We seriously doubt that this administration is ever going to ad-
dress the U.S. Merchant Marine with the kind of energy it has
shown for the Caribbean Basin. Until they do, they cannot claim to
have a complete defensive plan. In any case, they could and they
should-carry out their stated commitment to the existing cargo
preference programs.Accordingly, we would urge this committee to ask the President
to make his views known to all Government agencies involved in
shipping cargoes. A clear statement of support from the President
should make the agencies listen. We are especially eager to see
that the next purchase of Jamaican bauxite be moved on U.S.-flag
ships.

We would further urge this committee to ask the President to in-
struct the executive agencies to involve the Maritime Administra-
tion in the earliest stages of planning for future shipping needs.
Eleventh-hour involvement has little use.

Finally, we would urge this committee to consider putting some
teeth into the cargo preference laws. As things stand, there is no
serious penalty for an agency's failure to comply with the law. We
are not certain what form such penalties should take. One metliod
has been included in a Merchant Marine and Fisheries staff draft
-of a proposed "Government-Impelled Cargo Act." The proposed
draft has merit. In any case, without some kind of penalty, situa-
tions like the matter before you will continue to exist.

Thank you very much.
Mr. Chairman, as a sailor who started at sea in 1944-I raise the

issue in question because of what has been said here today. I hap-
pened to have sailed for 16 years, Mr. Chairman, on ships that car-
ried bauxite out of Jamaica and out of Trinidad into Mobile and
New Orleans. Four of those ships, Mr. Chairman, happened to be
combination cargo-passenger ships.

They carried 100 passengers through the islands and then re-
turned to Trinidad where they took on a full load of bauxite and
brought it into. Mobile and discharged it. So-I dispute the question
of the Government Agency, GSA, sitting here and saying that
there are environmental problems and dust problems that cannot
be handled on any type of shi

Mr. Chairman, they were Victory ships and they were these type
combination ships. We did not have bulk ships duritig that period
of time-And even today, we could have found a u.S-flag vessel to
deliver that bauxite, had we been given a chance. It's just like ev!-
erything else, if you want to cut a deal with somebody, ftiie is
always a, way to get around the law until the law catches up, with
you.

I am from Alabama-and I know a little bit about that. I certainly
think that we have been handed a hell of a bad deal by this admin-
istration on the movement of this bauxite purchased by the De-
fense Department, with a deal cut with Jamaica and also with
Reynolds Metals
4 would iher request, Mr. Chairman, that we look into the

subsidiaries of Reynolds Metals and Jamaica Alimnumum Co. be-
cauise I believe there was a direct relationship before Jamaica went
independent. Reynolds -was the big owner of the Jamaick auite
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mines down there. This would be one of the things I think we
should deal with.

Second, Mr. Chairman, they talk about the need of 20 million
tons and talk about 13 raw materials that are needed and neces-
sary out of some 42 or 43. Well, if this administration is concerned
with building up the stockpile, I would like to see a long-term pro-
gram laid out by this administration, so that we would have the
specified ships so required. This would attract companies and inves-
tors in this country, who by having long-term charters, would
invest in building the types of shipsinecessary to move that type of
product. I still dispute their word that we don't have the necessary
ships today. Out of those 20 bulk ships we have left, most are able
to move that bauxite to other storage sites, including Louisiana.
There-are a lot of places. I know, for myself, they can stockpile in
Mobile.

And in finishing, bauxite-is like anything else; if you put water
on the top of it, it hardens like a piece of glass. It s like a sheet
over it. The dust underneath will not get out from under there. It
forms a lay er-several inches think-and so it becomes self-con-
taining without dust flying away from it once it's done. So I think
this should be looked into.

Thank you very much.
I am prepared to answer any questions.
The CHAIRbMN. Thank you, Mr. Drozak. I don't have any ques-

tions. I certainly want to assure you that this committee is con-
* -cerned about the next shipment and is determined to see that the

American shipping industry gets their fair share.
Does counsel have any questions?
Mr. Sm nT. Just one, Mr. Chairman.
I note in your statement, Mr. Drozak, toward the end you indi-

cate that you find some merit in the staff proposal for "a govern-
ment-impelled cargo act" revision. In distributing this at the direc-
tion of the chairman to interested people within the maritime com-
munity, one of the remarks most frequently made is that this may
be a good proposal but this is not the time. Do you believe that this
is the time?

Mr. DROZAR. I believe the time is now. It should have been yes-
terday. We have a lot of problems and unless-let me )ust say this:
On that matter and other matters dealing with meantime, unless
Congress acts, and acts" fast relative to some form of cargo promo-
tion or at preserving what is presently on the books, I .ook to see
within the next year or two that you wl not have an American-flag mercht marine left. They Will be completely foreign-flag and
we d be completely dependent on other nations, and oftentime,
hostile nations atthat, to deliver our exports and imports.

Mr. SmzuT. Thank you, Mr. Prozak. Thank you, Mr. Chairman.
Mr. DxoZw.. I want to again thank you and your co"Ottee for

the excellent work you have done. You will continue to always
have our full cooperation.

Thahkyou. ..
Te CiAnitu Thank you.
Our nei witness is Mr. Herbert Brand.
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STATEMENT OF HERBERT BRAND, CHAIRMAN, ACCOMPANIED BY
PETER LUCIANO, EXECUTIVE DIRECTOR, TRANSPORTATION IN-
STITUTE, WASHINGTON, D.C.
Mr. BAND. Good afternoon. With me is Peter Luciano, executive

director of the Transportation Institute. Our institute is a research
and promotion organization whose members consist of about 175
companies engaged in deep-sea foreign commerce and the inland
water activities of the United States.

Mr. Chairman, we have a very brief statement here, which we
will submit for the record. I think that most of the points have
been made rather clearly by all parties concerned, and so we will
reduce our remarks to perhaps a-few comments and observations. I
think it is a very sad commentary indeed that after four decades of
consistent shrinkage of the American-flag fleet to the point where
we now carry but 3.6 percent of our foreign commerce, we are sit-
ting here discussing the reasons for a Federal agency having violat-
ed the law and the intent of the law which this Congress felt was
essential to the-national interests.

I am talking about the Public Law 664-and I am-talking about
the cargo preference provisions of the laws of our land. We are
talking about a law of our land and a Government agency having
violated that law.

We sit here in a spirit of helplessness, because we have gone
through this month in and month out, year in and year out. Still
ringing in my ears is the ruckus that was caused by the Depart-
ment of Transportation back perhaps in 1977, when that agency de-
liberately, in spite of the fact that American-flag operators had
sought to carry German-made buses into this country, on 4 U.S.
Government funded program, DOT awarded the carriage Of that
cargo to Russian:flag ships. And this committee, again, came to the
fore and prevented that situation from recurring, which, I might
submit, irould have recurred ifit had not been for this committee.

What do we do about this other than beat our breasts and come
forward every time the law has-been so violated? I submit that per-
haps what GSA has done is illegal. They have not carried out what
is a clear definition of this laW, that at least 50 percent of Govern-
ment-impelled cargo should-go on American-flag ships. And I ques-
tion whether the Congress ought not to consider whether it should
allow payment to be made for illegal transactions. -... ..

In my view, the transaction has a rather odious character. I
think that if anybody who sought to be objective about this, and
would look at the facts, beginning with the time--that the GSA
issued the request f0f proposals on the 28th of December and asked-
for them to be returned by the 30th of September, would have
caught immediately the fact that there was a design to this thing.
And the fact that the people from whom the cargo was purchasedare going to do he carrying to their own facility, I think at the
very least requirgo some examination.

And GSA did it all by itself. And I am rather shocked byIthe fact
that the Maritime Administration, which is empowered with en-
forcing the maritime laws and protecting the maritime fleet of this
Nitioi, refused to act on our behalf in-this instance.
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I think the position it took was weak and deferential, and that
MarAd failed to carry out its responsibility as to the requirement,
if you will, that the law be observed instead of nodding in rather
sad confirmation of what GSA had done.

Moreover, I think that the General Services Administration in
its desire to complete this deal, ignored the fact that the President
of the United States has called for the implementation of the cargo
preference laws by all of the Federal agencies. Likewise, the Secre-
tary of Transportation himself has done the same thing. Either the
General Services Administration wished to ignore the President's
call for use of American ships, or they do not take him seriously.
Or the call was not made seriously.

Mr. Chairman, I think that without the Congress of the United
States, as Mr. Drozak has pointed out previously, that we would
see the absolute dissolution and disintegration of the American
merchant marine in short order. I think the opportunity was here
to help our merchant shipping. What we have heard here was a sit-
uation that involves a number of agencies seeking to evade U.S.
Policy.

This was a U.S. Government activity, and these various govern-
ment components involved had it within their responsibility to sit
down and find a solution as-to how that law was carried out, rather
than to offer lame excuses about the configuration of the vessel, or
the fact that it lacked a certain facility for handling it in a way
they thought it should.

The situation in which our country finds itself today is the result
of this kind of lack of cooperation, of common will, and I think
until the Congress provides some kind of a guideline that makes it
impossible for them to do this kind of thing, that it will go on and
on and on because they can carry these violations and subterfuges
out without any fear of retribution. ! would call upon you to con-
sider examining the possibility of not paying for those kinds of ac-
tivities, at least not providing Federal funds for activities which
are in violation of the law.

Thank you very much. --
The Ckmm". Mr. Brand, it is nice having you here this after.-

noon. Mr. Luciano, do you care to say anything?
Mr. Lucxmo. To add one comment, I think everyone in the mari-

time industry is very appreciative of the very difficult and strenu-
ous efforts that you and the members of the staff of this committee
have exerted on this particular issue, among many others.

The problem, think, is a very fundamental one; *that is, that the
* Congress, some 30 years ago, enacted this piece fi legislation, and
--at a time when there are many other legislative efforts that re-
quire your attention its fundamentally unf ask the Congress
to both enact the legislation and police it. a a t

I believe there are man y Federal agencies sitting out there
watching' this whole process going on, as they have for some time,
and I believe many of them are convinced that they can wear down
the efforts of the Congress in behalf of the maritime industry and
the national interest simply by setting these brushfires -on a
monthly basis. As long as yourattention has to be chewed-up, put-
ting out brushfires like this, the'larger matters of the national -
terest will go unattended in this area.-
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I think that until that situation is corrected, all of your very fine
efforts are going to ultimately be dismantled. So we would urge, as
Mr. Brand has said, that some device be established that will untie
your hands and free you from the policing job that you have been
forced to undertake in recent years.

[The prepared statement follows:]
STATEMENT OF THE TRANSPORTATION INSTITUTE

Mr. Chairman and members of the committee, the Transportation Institute is a
research -and educational organization representing 174 companies operating U.S.-
flag vessels in our nation's domestic, Great Lakes and international trades. Our
member companies are deeply committed to the maintenance of a strong merchant
fleet beneficial to the American economy and our national defense. Therefore, we
are committed to vigorous adherence to existing statutes enacted by the Congress to
meet these goals.

The Institute would like to commend the Committee for holding this hearing to
examine the scheduled carriage of 1.2 million long dry tons (LDT) of Jamaclan baux-
ite purchased for the national defense stockpile. We would also like to thank the
Committee for permitting us the opportunity to express our views on this issue of
deep concern to U.S.-flag vessel operators.

The issue today is a very simply one.
As the members of the Committee know, Public Law 664 requires that "whenever

the United States shall procure, contract for, or otherwise obtain for its own ac-
count.. . any equipment, materials, or commodities, within or without the United
States... the appropriate agency or agencies shall take such steps as may be nec-
essary and practicable, to assure that at least 50 per centum of the gross tonnage
S.. shall be transported on privately owned United States-flag commercial vessels,
to the extent such vessels are available at fair and reasonable rates for United
States-flag commercial vessels.. . ." Therefore, at least 50 percent of this strategic
material Should be transported on U.S.-flag vessels.. Regrettably, American-flag vessels have been precluded from participation in this
carriage by a federal government agency who should in effect by the enforcer of the
law.I issuing the request for proposals, the General Services Administration request-

ed a vessel with soff-unloading capabilities on the grounds that it was required for
conditions of discharge at the Port Gregory, Texas, receiving facility, to which the
bauxite is to be stockpiled. Several U.S.-flagompanies responded to the proposal,
offering either delivery to alternate stockpile sites or discharge at the Port Gregory
facillty:by substitute methods. These companies were Equity Carriers, Inc., New
York Navigation Company, Inc., Gulf Coast Transit Company, Becker Industries
Corporation and Teekay Shipping Company, Inc. The details of these suggested al-
ternatives are contained in the testimony of Equity Carriers and the Temple,
Barker and Sloane study and other documents which have been submitted to the
Committee. Nevertheless the General Services Administration contracted for the
car of the bauxite by foreign-flag vessels.

Conditions being what they are in this country generally, we find it disgraceful
that a U.S, government agency as seen fit to ignore national policy supported by
each Administration and Congress since passage of Public Law 664 in 19 4. This s
the nub of the problem. In 1932, after four decades of decline, we are now at the
point where we carry a mere 3.6 percent ofour foreign trade on U.S.-flag vessels, a
factor which should be of concern to all U.S. government agencies. Moreover, the-
President has announced his intention to develop a maritime program that would
insure the U.S. merchant marine of its legal entitlement under existing statutes.
Nevertheless the General Services Administration obviously is neither impressed
with the law nor the President's intentions.

Here was an opportunity that existed within the Administration to demonstrate
good faith toward the industry, and to implement the President's stated objective.
Someone in the Executive Branch should have insisted that at least fifty percent of
the bauxite transaction be carried on' U.S.-flag ships in compliance with the law.

With all the rhetoric about improving the condition of the American merchant
marine, and with all the experience we have had with recalcitrant government

encies who have failed to carry out the terms of the cargo preference laws, we are
SO wrestling with t problem. Ringing in our er is the ruckus that was caupei

the Department O.Transportatlon 's contract to carry government funTad,
German-made buses aboard Soviet vessels in 1977.
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Government agency after agency continues to refuse to implement the law as
Congress intended. The Executive Branch, which is rfb-sble, generally looks the
other way when its agencies ignore the law. Unless there is some penalty or en-
forcement provision, there will continue to be disregard for the law.

Laws such as Public Law 664 are designed to insure that the U.S.-flag merchant
fleet will be of adequate size and strength to serve our nation in peace and war. It is
therefore imperative that the Congress take strong action to prevent the efforts of
anygovernment agency which attempts to disregard the law.

The Transportation Institute is deeply grateful to the Committee for its constant
vigilance with regard to adherence to the law by federal agencies. We know that the-
Committee has considered v.o. options to put teeth" into Public Law 664. The
Institute supports any initiative by the Committee that would provide a penalty for
evasion of Public Law 664. We thank the members of the Committee for their work
and pledge our continued cooperation in your efforts to strengthen the American-
flag merchant fleet.

Thank you.
The CHAIMAN. Thank you, sir.
At this point I would like to ask unanimous consent to include as

an appendix to the record certain correspondence and memos relat-
ing to this issue.

e information follows:]
U.S. Housz OF REPREsrNTATIvEs,

Commrrr ON MECHANTr MARINE AND Fmmaw,
Washington, D.C, June , 1982.

To: Members, Committee on Merchant Marine and Fisheries.
From: Walter B. Jones, Chairman.
Re Jamaican bauxite hearing.

On June 7, 1982; at 1:30 p.m., the Committee will meet to conduct an oversight
hearing on the application of the cargo preference laws to the recent purchase by
the General Services Administration and Commodity Credit Corporation of 1.6 mil-
lion tons of Jamaican bauxite for the National Defense Stockpile.

The issue is whether GSA effectively precluded the participation of U.S.-flag ves-
sels in transporting 50 percent of the bauxite-by imposing restrictive transorting
and unloading requirements. The requirements are such that only certain oreig.o
flag vessels can currently meet them. Attached is a chronology of events concerning
the bauxite transaction, a legal analysis of the application of cargo preference, and.
other explanatory materials that may be helpful.

As you know, this Committee is charged with making sure that the cargo prefer-
ence laws are properly administered and obeyed. Your attendance at the hearing
will insure that the Committee can effectively carry out this important oversight
responsibility.

U.S. Houss OF REPRmENTATIVE,
CoKMwrIZZ ON MERCHANT MARINE AND FsuxaIEs,

Washingto,., D.C, June A 1982.
To: Members, Committee on Merchant Marine and Fisheries.
From: Committee staff.
ReJamaican bauxite transaction.

NATIONAL DZ1EN4U sTOCKPILE

The Strategic and Critical Materials Stock Piling Act, Public Law 96-41,60 U.S.C.
98-100,.establishes and governs the National Defense Stockpile. The stockpile Is in-
tended to serve the interest of national. defense only and is not to be used for eco.
nom16 or budget pur --the 90 material in the National Defense Stockpile
are insurance aalns a dangerous and costly dependence upon foreign sources of
these materials during a national emergency. .

The Federal Emergency Management Agency (FEMA) has been delegated the au-
thority vested by the actin the President, to decide which materials, and what
quantity and quty, are necessary for the stockpIle. The Get vices Adminis-
tration (GSA) has been delegated the responsibly for prozring and storing the
materials.
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The act currently requires the stockpile to have enough of each material to supply
the country for three years. President Carter changed the time period from one year
to three years, thereby nweessitating an increase in materials stored in the stock-
pile. President Reagan in a March; 1982, report to Congress, contemplates changing
to a five-year stockpile time period.

With President Carter's change to a three-year goal, FEMA initiated a study of
which materials needed to be increased. As a result, the United States purchased
cobalt from Zaire-the first major stockpile purchase in over 20 years. GSA states
that at least 50 percent of the cobalt from Zaire moved on U.S.-flag vessels, in com-
pliance with the Cargo Preference Act.

BAUXITE

Bauxite exists in several different grades and varieties. Involved in the transac-
tion under consideration by the Committee is metal-grade Jamaican-type bauxite,
which is a finely granulated, reddish material. It is the primary raw material used
in the production of aluminum, a major component of our industrial base, and is
used extensively in most modern weapons systems. According to FEMA, the United

,States needs 21 million tons of Jamaican bauxite in the stockpile. We presently
store 8.8 million tons, and 1.6 million is under acquisition from Jamaica; therefore,
an additional 10.6 million tons are to be acquired in future transactions.

SMTUCTURE OF TIM TRANSACTION

The United States will py for the 1.6 million tons of Jamaican bauxite in three
ways: (1) cash for apri tely 0.8 million tons; (2) exchange of excess stockpile
materials for 0.4 million tons; and (3) barter of dairy products for 0.4 million tons.
Two contracts are involved, both executed on February 25, 1982, one between GSA
and Jamaica's Bauxite and Alumina Trading Company (BATCO), covering the cash
payments, exchange of excess stockpile materials, and all transportation and han-
dling provisions; and another between the Commodity Credit Corporation (CCC) and
BATCO covering the barter for dairy products.
I GSA will pay cash for about two thirds of its bauxite. The remaining one third
will be purchased by transferring title to BATCO of certain excess stockpile materi-
al. GSA will then sell these materials as BATV(Ys agent, credit the proceeds to
BATOO's account, then receive a two percent commission. Delivery of the bauxite
under the GSA contract must occur between March 1 and September 30, 1982. The
CCC contract calls for bauxite delivery between July 16 and September-30, 1982;
and for delivery of the dAiry products in exchange between May and December,
1982.

With respect to the barter of dairy products, CCC will exchange 7,238 metric tons
of nonfat drymilk, priced at $1,100 per ton, and 1,905 metric tons of anhydrous
milkfat, priced at $2,626 per ton. The values assigned to these commodities approxi-
mate the world prices when the contract was signed. The domestic prices, however,
were much higher: about $2,100 and $4,600 per ton, respectively.

-_ CHRONOLOGY
March 13, 1981-The White House and FEMA announce a $100 million acqUisi-

tion program for the stockpile, citing cobalt and bauxite as some of the materials
needed.

.. ovembei 17, 1981---GSA letter to Reynolds requesting stockpile storage informa-
tion. -November' 9, 19- ds responds to GSA that Its aluminum facility at
Gregod, Texas, can accommodate at least 1.5 million more tons of stockpiled baux-
ite. Letter concludes: "As you may be aware, we do have a Marine Divisi and -
erate a fleet oore ships f transport of bauxtebetween Jamaica and the US Gulf
Coast. I am sure that our Marine Division would be interested in talkingto someone
in the government concerning a contract to baul Jamaican bauxite for stockpile.

November 23, 1981-Reynolds letter to (*8k providing details of storage sIte-andindicating that lease -to government would be same'as existing le=e, Lq., $1 per
year for the 20 acre tract

'November 24, 1981-Peident Reapn and FEMA announce decision to #rchaep
1.6 million tons of Jamaican bauxite through payment id bartsk arrangement, at
cost of $5 million. 71,

December 4, 1981- GA letters to House and Senate Armed Se Committees,
pursuant to seton 6(dXl) of Stratei and Critical Materials =tc _~gct, &Wal-
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ing competitive ,auisition requirement of that act-to permit Jamaka to be sole
mfr bauxite-and asking that Committee's waive 80-day notice requirement.

December 9, 1981-Houe and Senate Armd Services Committees waive 8Mday
notice on sole source for bauxite.

December 9, 1981--OMB (Stockman) letter to DOT (Lewis) requesting revision of
cargo preference regulations ,'o make act only applicable to foreign aid exports, not

December" 22. 1981-Roynolds letter to GSA detailing 8eynolds' bauxite handling

and pollution control, facility at Gregory, Texas. Letter describes Reynolds' fleet of
four self-discharging vessels, adding, "We do not know of any other available ships
which are compatible with the dust collection systems at the loading and discharge
facilities."

December 22, 1981-Meeting among GSA, MARAD, FEMA. GSA desires to use
only Reynolds' foreign-flag ships. MARAD opposes, saying transaction covered by
Public Law 664 and that U -flsg ships could be modified, within delivery period to
fit Reynolds discharging facility, or other delivery sites could be used that don't re-
quire special discharging equipment.

December 28, 1981-GSA solicits bids from U.S.-flag operators to haul bauxite to
Reynolds facility at Gregory. Texas. Solicitation requires vessels to be virtually iden-
tical to Reynolds' ship s

December 30, 1961-11.00 a.m., solicitation period ends. Seven bids submitted,
some requesting more time or more information: (1) DillinghaI Maritime Co.; (2)
International Navigation Corp.; (3) Antares Chartering & Shipping, agent for New
York Navigation Corp., (4) Charrier, Fettig, & Donalty, agent for Equity Carriers,
Inc.; (6) Charrier, et al. agent for Becker Industries Corp.; (6) Pacific Cargoes, Inc.,
agent for Gulf Coast Transit Co.; and (7) Teekay Shipping Co. (dated January 6,
1982).

December 3i, 1981-DOT (Lewis) responds to OMB cargo preference letter that
relations won't be changed in absence of administration policy shift.

January 6, 1982-MARAD letter to GSA: Bauxite transaction covered by Cargo
Preference Act and regulations; US.-flag ships must be used first; MARAD must
concur in nonavailability of U.S.-flag ships, unreasonableness of their rates, or using
foreign-flag vessels first.

January 8, 1982-Chairman Jones telephones GSA (Markon) protesting GSA fail.
ure to consider use of U.S.-flag vessels.

January 13. 1982-Telephone conversation between Admiral Shear (MARAD) and
Commissioner Markon (GSA) concerning use of U.S.flag vessels. Markon states no
final decisions have been made.

January 28, 1982-Reynolds letter to GSA (in response to GSA inquiries) deecrib-
"g plan to transfer title of Reynolds' bauxite stored in U.S. to Jamaica for resale to

A. Reynolds would then replace it with private purchases from (which would not
be subject to cargo preference). Intent is to allow bauxite transaction to go forward
pending resolution of cargo preference issues.

February 6, 1982--GSA and OMB officials meet. Discussion includes increased
cost of cargo preference compliance. OMB recommends that GSA come up with al-
ternative proposal. GSA responds with transfer of title proposal outlined by Reyn-
olds on January 28, 1982.

February 8, 1982-MARAD Acting Associate Administrator Lewis Paine, Jr., and
GSA Commissioner Markon speak by telephone. Paine expresses view that title
transfer proposal is clear attempt to avoid cargo preference and that unloading sites
other than Reynolds' facility at Gregory, Texas, have not been fully explored.

February 10, 1982-MARAD (Shear) and GSA (Markon) meet. Markon describes
background of transaction and costs involved with and without cargo preference.
GSA proposes to allow foreign-flag shipments first, contrary to MARAD regulations,
to give US.-flag vessels chance to refit to meet discharge requirements. GSA states
that Corpus Christi port is unacceptable for environmental reasons. MARAD states
that agreement with Jamaica should require Jamaica to contract with US.-flag ves-
sels within two weeks of signing bauxite contract.

February 16, 1982-MARAD (Shear) letter to GSA (Markon) summarizing Febru-
ary 10, 1982, meeting- (1) Bauxite contract to include 50 percent required use of
US.-flag ships, solicited through public notice; (2) Foreign-flag ships may be used
first, so long as no US-flgs are available; (3) Added cost of U.S.-flag ships to be
paid by GA; and (4) MARAD will review and concur in contracts with U.S.-flag
vessels,

February 24, 1982-GSA authorizes Reynolds to proceed with stockpile site prepa-
ration. Amendment No. 4 to 1961 lease agreement is discussed.
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February 25, 1982-GSA solicitatiQn of U.S.-flag vessels to carry bauxite. Two
week period for responses. Vessels must have self-unloading equipment suitable for
use at Reynolds facility at Gregory, Texas. Bids received from: (1) Antares Charter.
ing and Shipping Cor, agent for New York Navigation Co.; (2) Equity Carriers,
Inc.; a~d (3) Atlantic Marine Agencies, Inc.

February 25, 1982-United States (GSA and USDA/CCC) sign contracts with Ja-
maica (BATCO) for bauxite acquisition by combination of cash and barter.

March 9, 1982-Amendment No. 4 to lease argeement for stockpile site (Govern-
ment Storage Tract No. 10) at Reynolds' Gregory, Texas, plant.

March 18, 1982-GSA requests MARAD conicurrence that no U.S.-flag vessels are
available.

March 26, 1982-MARAD concurs in GSA determination that no U.S. flag vessels
are available but notes that "the selection of the storage site by GSA has effectively
precluded the participation of U.S.-flag vessels ..

[Memorandum]
U.S. HousE oF REPRESENTATIVES,

COMMIT= ON MERCHANT MARINE AND FISHERIES,
Washington D.C,, June 3, 1982.

To: Members, Committee on Merchant Marine and Fisheries.
From: Committee staff.
Re application of Cargo Preference Act to Jamaican bauxite transaction.

I. SUMMARY OF FACTS

On November 24, 1981, President Reagan ordered the acquisition of 1,600,000 long
tons of Jamaican bauxite for the National Defense Stockpile. The Federal Emergen-
cy Management Agency (FEMA) is coordinating the transaction. The General Serv-
ices Administration (GSA) is to acquire 1,200,000 tons of bauxite by a combination of
cash purchase and exchange of excess stockpile materials, and the Department of
Agriculture's Commodity Credit Corporation (CCC) is to barter surplus agricultural
commodities for the remaining 400,000 tons. Accordingly, on February 25, 1982,
GSA and CCC each executed separate contracts with the government of Jamaica,
represented by the Bauxite and Alumina Trading Company (BAT(O), for acquisi-
tion of their respective portions of the bauxite. Both contracts set a purchase price
of $32.50 per long dry ton, with delivery to be completed by October 1, 1982.

The GSA contract, which governs shipping and related costs, obligates BATCO to
arrange all transportation and handling of the bauxite, for which GSA will pay
$9.74 per ton. GSA will pay cash for about two-thirds of the bauxite it acquires. The
balance will be exchanged for excess stockpile materials, which GSA will sell as
BATCO's agent and credit the proceeds, less a two percent commission, to BATCO.

To acquire its 400,000 tons, CCC has agreed to barter 7,238 metric tons of nonfat
dry milk, priced at $1,100 per ton, and 1,905 metric tons of anhydrous milkfat,
priced at $2,625 per ton. The values assigned to these commodities represent the
world prices when the contract was signed, but are far below the domestic prices of
about $2,100 per ton for nonfat dry milk and $4,600 per ton for anhydrous milkfat.
Because CCC does not maintain supplies of anhydrous milkfat, the amounts of this
commodity to be bartered to Jamaica were purchased by CCC on the domestic
market.

I. Iuss
A. Whether the Cargo Preference Act, Public Law 83-W04, 46 U.S.C. 1241(b), ap-

plies to the importation of Jamaican bauxite for the National Defense Stockpile,
when the bauxite was procured by (1) cash payments frrom GSA; and (2) barter of
surplus agricultural commodities.

B. Whether the Cargo Preference Act applies to the exportation of surplus agri-
cultural commodities to Jamaica in exchange for bauxite.

[I. CONCLUSIONS

A. The Cargo Preference Act applies to the importation of Jamaican bauxite for
the National Defense Stockpile, thereby requiring at least 50 percent of it to be
shipped on United States-flag vessels, irrespective of whether the bauxite is pro-
cured by cash payment or barter of agricultural commodities.
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B. Despite legitimate arguments to the contrary, the Cargo Preference Act does
apply to the exportation of agricultural commodities to Jamaica in exchange for
bauxite.

IV. DISCUSSION

The Cargo Preference Act states, quite simply, that whenevervr the United States
shall procure, contract for, or otherwise obtain for its own account... any equip-
ment, materials or commodities," then United States-flag vessels shall transport at
least half of the goods procured. 46 U.S.C. 1241(bXl). The Maritime Administration
regulations promulgated pursuant to the act similarly define "cargoes subject to the
Cargo Preference Act of 1954" as any "equipment, materials or commodities: (1)
Procured, contracted for or otherwise obtained . . . for the account of the United
States." 46 C.F.R 381.2(bXl). Neither the statute nor the regulations makes any ex-
ception for materials procured pursuant to Presidential Directive or for materials
procured by exchange or barter. In fact, the language is quite broad and inclusive,
making the law apply whenever the United States procures, contracts for, or other-
wise obtains any good&

In this case, the United States, through GSA and CCC, clearly has contracted for
the procurement of, and obtained, Jamaican bauxite for its own account-the Na-
tional Defense Stockpile. Any argument that the Cargo Preference Act does not
apply to the bauxite shipments is contrary to the plain and unequivocal statutory
language and wholly without merit.

Whether cargo preference applies to the exportation of commodities in exchange
for bauxite is less clear. For the act to apply, the exported goods must be
"furnish(ed) to or for the account of any foreign nation, without provision for reim-
bursement." 46 U.S.C. 1241(bXl); see 46 C.F.R. 381.2(bX2). None of the other statu-
tory or regulatory provisions even ably applies. In the absence of judicial deci-
sions, and after a thorough review of the legislative history, the Attorney General
in 1963 construed the phrase "without provision for reimbursement" to include
sales "made pursuant to a program the purpose of which is in substantial part to
assist the economy of the country to which the commodities are exported and
where, consequently, the terms of the sale are more favorable to the purchaser than
they would be in a normal business transaction ... ." 42 Op. Atty. Gen. 203, 214
(1963). In the same opinion, the Attorney General indicated that, absent any loans,
advances, or guarantees by the United States, the Cargo Preference Act did not
apply to "purely commercial transactions," meaning a "program designed dispose
of the goods on the best possible terms and conditions." Id. /

Since the entire thrust of the bauxite deal, from its inception, has been to aid the
Jamaican economy, the only remaining question is whether the terms of the ex-
change are more favorable to Jamaica than they would be in a "normal business
transaction," or, differently phrased, whether the goods are to be exported "on the
best possible terms and conditions." Essentially, the question is whether Jamaica is
paying, and the United States ivi fair market value for the exported com-
modities. The answer is complicated by the existence of two distinct markets for the
goods in question-the domestic market and the world market. With respect to the
nonfat dry milk and anhydrous milkfat involved here, the domestic market price is
rp ively $1,000 and $2,000 per metric ton higher than the world price.Theoargument against application of carpo preference is that Jamaica must pay
the fair world market value for the goods it receives in exchange for bauxite. Had
Jamaica purchased these goods from anyone else on the world market, it would
have paid the same price. Thus, the transaction is a normal, purely commercial
business deal-the terms are equal to those Jamaica could negotiate with any other
world trader.

The contrary argument-that cargo preference does apply-is based on the fact
that the United.States paid substantially more for the commodities to be exchanged
than it will receive from Jamaica. The CCC contract values the nonfat dry milk at
$1,100 per metric ton. The domestic price, however-the price CCC paid for the milk
under the dairy price-support program-is approximately $2,100 per ton. In fact, the
COOC contract provides that if Jamaica fails to export any part of the nonfat dry
milk or allows it to reenter the United States, the price of that portion will auto-
matically rise to the "domestic unrestricted use price of $2,280 per metric ton." Ar-
ticle XIII, Paragraph 13.2. Similarly, CCC purchased the anhydrous milkfat on the
domestic market for about $4,600 per metric ton, while the contract price is $2,626.
This was done, as noted above, because anhydrous milkfat is not a surplus commod-
ity maintained by CCC. Thus, on each ton of nonfat dry milk and anhydrous milkfat
bartered to Jamaica, the United States is losing about $1,000 and $2,000 respective-
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ly. Using these round figures, the total losses on this transaction are $7.2 million for
the nonfat dry milk and $3.8 million for the anhydrous milkfat.

Obviously, sales resulting in losses of this magnitude are not customarily and vol-
untarily engaged in by normal businesses. Clearly, the exportation of these goods to
Jamaica is not designed "to dispose of the goods on the best possible terms and con-
ditions." 42 Op. Atty. Gen. at 214. It is, however, made "in substantial part to assist
the economy of the country to which the commodities are exported," id-., and, conse-
quently, ve favorable terms were given to Jamaica. From this perspective, the ex-
portation ofnonfat dry milk and anhydrous milkfat to Jamaica in exchange for
bauxite meets all of the criteria outlined by the Attorney General as requiring the
application of cargo preference.

Arguments may be made on each side of this question. Nevertheless, to the extent
that the United States is losing money by furnishing commodities to Jamaica at less
than cost, United States taxpayers are subsidizing the transaction. The taxpayers
have a right, codified in the Cargo Preference Act, to recoup at least part of their
subsidy to Jamaica by insisting that the commodities exported be carried on United
States-flag vessels.

The CHAIRMAN. First of all, I want to thank all of the witnesses
for being here this afternoon.

It is disappointing that this hearing had to take place. The cargo-
preference statute is the law of the land; yet, some agencies appar-
ently view it as a challenge to be overcome or a hurdle to be avoid-
ed.

Let us hope that the administration's recent policy statement in
favor of the cargo preference laws helps. But I fear that executive
agency hostility to cargo preference laws is too ingrained to be
swayed by a mere policy statement. After all, the Director of the
Office of Management and Budget has urged an interpretation of
the law clearly at odds with the plain words of the statute and the
obvious congressional intent.

It is clear that at least two U.S.-flag operators were anxious to
carry this bauxite. It is also clear that, but for the restrictive terms
set by GSA, these operators would have had a fighting chance to
secure some of this cargo.

GSA has not convinced me today that it made a good-faith at-
tempt to comply with the letter and spirit of the cargo preference
law.

First, it apparently entered into preliminary discussions for the
bauxite purchasing assuming that foreign-flag ships would be used
for transportation, even though it knew from the cobalt- and Chi-
nese bauxite deals that the cargo preference law applied.

Second, only after intervention by MarAd and Members of Con-
gress did GSA acknowledge that the cargo preference law con-
trolled this purchase.

Third, even after admitting that the cargo preference law ap-
plied, GSA participated in, and possibly initiated, a proposed
scheme to avoid the law by restructuring the sale. This was noth-
ing but a subterfuge. It shows GSA's hostility to the law and bad
faith in its attempt to comply with it.

Fourth, GSA refused requests by U.S.-flag operators to meet to
discuss ways of complying with the cargo preference law.

Finally, the restrictive port and discharge terms set by GSA ef-
fectively killed any chance of U.S.-flag participation. And GSA
knew, or should have known this, when it set those terms and re-
fused to modify them. No one has been able to show that any ships
other than the Reynolds vessels can now meet the terms of the so-
licitation. And GSA has yet to document in any convincing way the
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alleged environmental problems associated with use of the Corpus
Christi port. MarAd's performance in this issue is open to question
also.

First, once again, MarAd's participation began well after plan-
ning for this transaction was underway.

Second, although winning the battle on the principle that cargo
preference applies, it lost the war by being unable to shake GSA
from the restrictive terms. The committee wonders what responsi-
bility MarAd has to fight such restrictions and to offer alternatives
when those restrictions clearly nullify the cargo preference law.

Third, MarAd's letter to GSA was not worded in a way to pre-
clude misinterpretation. GSA reads it as certifying that cargo pref-
erence was complied with since no U.S. ships were found to be
available; MarAd asserts another interpretation.

Fourth, MarAd has apparently failed to assert the application of
the cargo preference law to the export of dairy products bartered
for bauxite. Only by luck have these products moved on U.S.-flag
ships, thereby avoiding another major controversy.

In summary, U.S.-flag ships should have had a real chance to
carry some of this cargo. In reality, they didn't. An agency has ef-
fectively nullified the cargo preference law in this case.

Assuming there are additional purchases of Jamaican bauxite
forthcoming, GSA has a chance to redeem itself by seeing that
U.S.-flag ships carry that cargo until the deficiency of the present
sale is made up. The committee urges such action in the strongest
way.

Also, the committee will pursue the need to strengthen the cargo
preference statute in order to deal with executive agencies which
deliberately misinterpret it or which seek to avoid its effect by
clever manipulation.

This transaction seems to be symptomatic of deeper problems in-
volved in the administration of the Government-impelled cargo
transportation laws. This committee has, this session, spent a great
deal of time exploring the cargo preference laws. I am directing the
staff to prepare a report for the committee to present to Congress
analyzing and making recommendations for improved administra-
tion of these laws.

Included in this report should be the draft legislation which the
staff prepared and, at my direction, circulated among selected in-
dustry and governmental groups. We can no longer drift as we
have, and with the administration's reinforcement of the validity of
the preference concept in regard to Government-impelled cargo, it
is timely that we move in the direction of changing those practices
and laws which give rise to misinterpretation and-easy avoidance.

In conclusion, let the record show I did not assume this chair-
manship to be a pallbearer at the death of the American maritime
industry. On the contrary, I aim to do everything possible to bring
new life into existence and its (maritime's) improvement.

Thank you for your attendance this afternoon. The committee
stands adjourned.

[Whereupon, at 4 p.m., the committee adjourned.]
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